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AKING a long range view of the course of prices, the bull market which lasted 

‘T from January, 1915, to November, 1916, carried the 50-stock average up from 

i «59 to 101 ; the bear market of 1917 cancelled the whole of this advance, with the 

— average at 58 in December. Then came a slow rise to 80 last November, 

when the aru.--**-e was signed, and this was followed by a reaction to 70, with the high 
point of last week’s raiiy at 72.70. 

In other words, about half the 1918 advance was lost at the low point of Jan. 21, 
1919, and prices stood at a point about one-quarter of the way up from the bottom 
of 1915 to the top of 1916. 

When we consider that the low prices of early 1915 were made just after the 
reopening of the Stock Exthange and were practically on a panic level, with a great 
deal of selling from abroad, and with the whole world standing aghast at the outbreak 
of what had previously been regarded as an unthinkable calamity, we can hardly avoid 
the conclusion that prices only about 10 points up from that low level must, under present 
conditions, be regarded as relatively low. 


What is the Long Swing? 


T this halfway point in the decline from the 1918 advance, it is pertinent to 

consider whether that rise should be regarded as a small bull market, and the 

aaeet present decline as the early stages of a bear market; or whether the recent 

== = drop to a level of 70 is a big reaction in a bull market which began in 1918 

= will be contiuned, after the reaction, to still higher figures than were recorded last 
all. 

Our belief is that the latter hypothesis is likely to prove the correct view. There 
are various reasons for this conclusion. 

Let us take, first, the action of the market itself. After the semi-panic which 
ended at a little below 58, Dec. 20, 1917, prices bounded upward 11! points in a little 
over two weeks to above 68. Approximately this level was maintained, with minor 
fluctuations, for four months, until about May 1. Next came an advance to 74, 
accomplished in about two weeks, followed by a reaction to 69 and another long period 
of inactivity ranging a point or two above or below the price of 72 as an axis. This 
second stationary period lasted another four months, until about Oct. 10. 

Then came the brief peace boom, lasting about a month and culminating at 80. 
During this period the market was fairly active, with wide fluctuations in many issues, 
notably the specialties; but the market presented few or none of the aspects of the 
culmination of a genuine bull market. The period of activity was not long enough, 
public participation was not sufficiently general, the number of issues in which the activity 
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appeared was limited, and bank loans on Stock Exchange collateral did not become 
greatly extended—in fact they were sternly held in check by the Federal Board. 

The collapse was very sudden. Prices were back to the 72 level in about two 
weeks after the high point was touched, and since then they have ranged between 75 
and 70. Therefore, with the exception of this abortive peace boom, we may say that 
the level of the market has changed but little for a period of nearly nine months, since 
May, 1918. 

In short, the market of the last 13 months, while the net result has been an 
intermittent advance of 22 points and a decline of 10 points, have not at any time 
presented the appearance of a real bull market, with the exception of about one month 
last fall just before the signing of the armistice. 


Money and Banking Conditions 
E have discussed the action of the market itself first, because we consider it the 
most important. Stock prices constitute a sort of index number, in which 
are combined the effects of all the varied and world-wide economic and 
=—— financial factors which enter into the investment situation. The judgment 
of any one person will at times be wrong. But the market itself represents the combined 
judgment of the financial and investment interests of the world. 

It is only since 1919 came in that money has shown an easier. tendency, and it Is 
still only about 1% below its 1918 level. A genuine bull market <.. oY money is 
simply a contradiction in terms. A considerable rise froma iow level i is possible under 
that prevailing rate. And that rate or even a higher rate may exist in the final stages 
of a speculative boom, when the public is buying actively. But that a yg 4 bull 
market can be built up from the bottom and continuously kept going on 6% money 
is a financial absurdity. It never has happened and so far as the future can be predicted 
upon the past it never will happen. 


The General Business Aspect 


T is equally true that general business conditions have not favored the develop- 
ment of a broad demand for securities. General business activity takes money 
away from the investment markets. The early constructive period of a bull 
market comes at the time when the credit demands of general business are 

comparatively moderate. 

But throughout 1918 we were straining every nerve to increase our war production. 
Business credits were greatly expanded. The commercial paper of war industries was 
discounted by the banks on a tremendous scale. The Government itself was obliged 
to step into the breach through the War Finance Corporation. At no time was there 
any such contraction of general business activity as would release liquid capita! for use 
in the security markets. 


Probable Extent of the Reaction 


F we are to regard the decline since November as in the nature of an extended 
reaction, the next question is, how far may the reaction be expected to extend? 
There has been a sharp reversal of sentiment since the signing of the arm- 


istice. As that tone ais ne a teapeiente siphon ep Seen es are 











ciieeiats low everywhere, that there would be a considerable reconstruction demand from 
Europe, that neutral countries had been able to import but little during the war and would 
now need to stock up, that improvements, new construction, building operations, etc., in this 
country had been very generally held back during the war, and that easier money was 
to be expected with peace. 

All these facts continue to be true, except that Europe seems determined to do its 
own reconstructing without calling upon us for further materials for the purpose. But 
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all the sources of demand mentioned have been held in check by the almost universal 
expectation of lower prices. All buying is from hand to mouth because the buyers 
expect to be able to buy cheaper a little later. This means that stocks of goods, already ~ 
moderate, are now being further reduced through the unwillingness of buyers to stock 
up at current prices. 

In many directions prices have already fallen quite sharply. It is true that steel, 
copper and pig iron producers are maintaining the levels established Jan. 1, which are 
only a little below the former fixed prices prescribed by the Government. But scrap 
iron prices have dropped, copper in second hands is lower, coke has declined, wool and 
cotton are off sharply, most groceries are weak, lumber is inactive and much below the 
highest prices of 1918. The monthly index numbers which appear about Feb. 10 will 
be watched with much interest to see how general the decline has been. 


Deflation of Credit 
OWER prices for both stocks and commodities, with decreased activity, are 
slowly bringing the much desired deflation of credit. Federal Reserve notes, 
ima} from a high point of $2,685,000,000 near the end of 1918, are now down 
— to $2,466,000,000; and loans on Stock Exchange collateral have been so 
much reduced that all restrictions, together with the control by the banks’ money 
committee, have been discontinued. 

It is not to be inferred from this that any excited speculation for the advance 
would be permitted until after the flotation of the “Victory Loan.” On the contrary, 
it is the belief that no such speculation is probable which has led to the removal of the 
restrictions, and they would doubtless be reimposed if the necessity should arise. 

This deflation of credit has brought lower money rates. Time money, 
unobtainable, was offered last week at 5% and call money touched 334%. * ‘the 
major swings of the stock market, the lowest prices for stocks closely coincide with the 
highest money rates, and a sharp fall in money means that the decline is over. 


The Market Prospect 
HE elements in the situation which seem to us to prelude the probability of 
long continued industrial inactivity are the small stocks of peace goods 
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the wide extension of bank credits. A large part of this extension is | 

to be permanent, because of the great change in our banking laws and methods; 
therefore easy money markets will come sooner than would otherwise be the case. 

Two things, however, are essential before business activity can return. One is 

the turning of the current of accumulating capital into industrial channels instead of into 


commodity prices have for the time being substantially completed their decline. New 
construction of various kinds can then be resumed on a safe basis, and merchants will 
not fear to accumulate a stock of goods for future needs. 

The stock market will anticipate the up-swing of industrial activity by some months. 
That is a universal rule. Therefore if the preceding analysis of the situation is accepted as 
approximately correct, no severe fall in the general level of stock prices is to be expected, 
although of course individual issues might decline as a result of special causes, either in 
the company itself or in the industry in which it is engaged. 

This is a time to be looking for bargains and when they are found to accept them 
courageously, in spite of wide-spread pessimism. Well secured bonds and preferred 
stocks having liberal earnings behind them, are now especially a. Among 
eee des Gialéhaalion ddd he. enndeed according to the prospects in the 
industry represented and the outlook for the particular company under consideration. 


Those who are interested in obtaining our views more frequently are referred to page 
lla of our advertising section. 


Jan. 27, 1919. 
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Contradictory Factors:in U. S. Steel 


_ Remarkable Strength of Cash Position —Fall in Unfilled 
Orders—Gradual Growth of Assets—Present Price 
in Relation to Long Range Perspective 





By WILLIAM T. CONNORS 





BIG jump in assets and a big 
drop in earnings—that is the 
gist of U. S. Steel’s present po- 
~ sition. The current value of 
the stock depends on the balancing of 
these two opposing factors, and on the 
additional question of when earnings 
will begin to recover. 
The graphs which accompany this 
article might well be called the story 





figures are not obtainable until the an- 
nual report for 1918 is issued. 

Beginning with Graph 1, we first 
note that the increase in the company’s 
capacity for finished steel products 
since 1914 has been only about 161%4%. 
This is not an abnormal growth for 
the four years period. 

Many investors have hastily as- 
sumed that, the company’s big war 
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of Steel in picttres. The figures given 
out annually by the big corporation 
are so detailed and so wide in their 
scope that it is possible to spread out 
before the eye most of the essential 
features in the company’s position. , 

It should be noted that with the ex- 
ception of unfilled orders, dividends 
and prices, the 1918 figures are esti- 
mated, but it is believed that they are 
not far wide of the mark. ct 

‘ 


profits had been for the most part 
turned into new plants, which would 
be of value to future earning power 
only if they could be kept busy. 
Graph 1 shows that this is not true. 
New construction and acquisitions 
have indeed amounted to about $300,- 
000,000; but cash, time loans and mar- 
ketable securities—the last including 
the corporation’s large holdings of 
Liberty bonds—have risen some $440,- 
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000,000. Working capital, or the ex- 
cess of current assets over current liabil- 
ities, is up from $243,000,000 in 1914 to 
about $600,000,000 in 1918, an increase 
of over $350,000,000. The total surplus, 
after all charge-offs, is up from $134,- 
a in 1914 to about4$550,000,000 in 

The most notable figure here is the 
extraordinary rise in cash, time loans 
and marketable securities. This increase 
equals over $86 for every share of the 
common stock. In other words, there is 
now almost dollar for dollar of cash be- 
hind the par value of U. S. Steel com- 
mon, but in spite of this the market price 
is around 90—truly a most remarkable 
situation. 

Or, if it be objected that the company 
has increased its liabilities against its 
holdings of bonds, take the working 
capital, where all current liabilities are 
deducted. The increase here amounts 
to $69 for each share of common stock. 
If the stock was worth $60 in 1914— 
and it evidently was, in spite of a tem- 
porary price below that figure—it 
should now be worth $129 on the basis 
of the increase in working capital 
alone, without allowing anything for 
the $300,000,000 of new construction 
and additions. 

nder such circumstances we are not 
surprised to see that permanent in- 
vestors have been gradually picking up 
this stock during its long decline from 
the high prices of 12934 in 1916 and 
136% early in 1917, so that the per cent 
of the stock now held for investment, 
as shown by the company’s books, is 
59% against 42% at the end of 1916. 

Earnings, Dividends and Prices 

Graph 2 is really a condensed history 
of the U. S. Steel Corporation from its 
beginning to date. e do not attempt 
to estimate the earnings for 1918, be- 
cause of the numerous unknown fac- 
tors, notably taxes. The quarterly 
reports for the first nine months show 
earnings for the common stock of $97,- 
616,000 after deductions for Federal 
taxes, and it is believed that the deduc- 
tions were ample. This sum is equal 


to 19.2% on the stock. 
An interesting point to be noted on 


this diagram is the gradual rise in the 
per cent earned for thg stock in periods 
of business dullness. This, of course, 
is due to the growth of the company 
and the greater value which has been 
constantly placed behind the stock. 
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Omitting the year 1914, when the 
disappearance of earnings and the ex- 
treme depression in the price were due 
to conditions entirely exceptional and 
not likely to be repeated, we find that 
the earnings in 1904 were 1%, in 1908 
4% and in 1912 5.7%. The growth of 
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these minimum earnings, as they 
might be called, before the war was 
somewhat over one-half of one per 
cent a year. If this growth has con- 
tinued to date, and if 1919 is to be 
a dull year, earnings for the com- 
mon stock should not fall below 8 
or 9% 

A similar comparison might be made 
in the matter of prices. In 1904, the 
low was 83%; in 1907, 21%; in 1911, 50. 
These minimum prices rose, as a result 
of the increased value growing up be- 
hind the stock, over 5 points a year. 
Assuming that about the same rate of 


orders in the history of the company 
was from December, 1912, to Novem- 
ber, 1914, or 23 months. The present 
down-trend has already lasted 21 
months. The point may well be raised 
that the preceding up-trend was un- 
usually long, 29 months. However, an 
up-trend of 27 months 1904-6 was fol- 
lowed by a down-trend of only- 18 
months. 

There is a constant element of 
growth in unfilled orders due to the 
greater capacity of the company. To 
allow for this we add Graph 4, which 
shows the per cent of unfilled orders 
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U.S. STEEL. 


, Graph 3: 


Unfilled orders Month of Dec. 1909 fo 1918 Inclusive. 
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growth has continued to 1919, the new 
minimum price would be 90. 

It is of course understood that such 
comparisons can be relied upon only in 
the most general way; but as to the 
main fact of the continuous growth of 
the value behind the stock there is no 


question. 
Unfilled Orders 

Graph 3 shows unfilled orders since 
December, 1909. For the previous 
years the orders were given out, but 
are not comparable with the later 
years because inter-company orders 
were also included. 

The longest down-trend in unfilled 


to capacity at the end of each year 
since 1910. (The company gives its 
total capacity since the end of 1914 
only; the preceding years are esti- 
mated.) It will be seen that unfilled 
orders still have some distance to fall 
to get down to the same relation to 
capacity as was reached in 1914. 
The year 1910 was perhaps excep- 
tional, as it followed a long period of 
comparatively dull business, and of 
course 1914 might be called exceptional 
also. 
Gives a Perspective 

These comparisons do not neces- 

sarily arrive at a definite conclusion 
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as to whether the price of Steel com- 
mon has fully discounted the dullness 
resulting from readjustment of the 
trade to a peace basis, but they do give 
the investor the necessary perspective 
on which to exercise his judgment as 
to present conditions. 

y own conclusion is that there will 
be a further sharp fall in unfilled 
orders and that the steel business will 
be comparatively dull for several 
months before a revival may naturally 
be expected. But the price of the 
stock usually anticipates trade condi- 
tions, and this ought to be true now 
if ever, because of the very great 
strength of the company in liquid as- 
sets. Steel common below 90 is rela- 
tively cheap, by any method of com- 
parison known to me, and in face of the 
dividend reduction to the rate of 9% 
annually I believe that buyers at such 
figures can rest assured of higher prices 
eventually, regardless of temporary 
fluctuations. 
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A RAILROAD VERSION OF LINCOLN’S GETTYSBURG SPEECH 


Sugar Refining Co., is ardently 

opposed to Government owner- 
ship of the railroads. He submits the 
following interesting parallel to the 
Gettysburg address of Lincoln, who, he 
pointed out, was once attorney for the 
Rock Island and Illinois Central rail- 
roads. 

“Four score and ten years ago our 
fathers brought forth on this continent 
a new industry conceived by private 
invention and dedicated to the quasi- 
public purpose of moving persons and 
property from place to place. Now 
we are engaged in a great economic 
war testing whether that industry or 
any industry so conceived and so dedi- 
cated can long endure. We have 
reached a crisis in that war. We have 
come to the point where we must de- 
cide whether our great steel highways 
built: and operated as private com- 
panies and supervised by the Govern- 
ment can continue in their present 
form and be allowed to earn a reason- 
able return on the fair value of the 


OWARD ELLIOTT, of the 
legal staff of the American 


property devoted to the public service, 
or whether that business, encompassed 
by regulations impossible of fulfill- 
ment, shall be made unprofitable and 
then be taken over by the Government. 
It is altogether fitting and proper that 
we should discuss this. But in a large 
sense we should discuss it only with a 
full realization of its economic effect, 
without bias, and with careful delib- 
eration upon complete survey of the 
facts. The brave men living and dead 
who struggled to perfect the science of 
railroading have dedicated to society a 
transportation machine that commands 
the admiration and respect of all man- 
kind. The world will little. note nor 
long remember what we say, but it can 
never forget what they did. It is for 
us who remain to be dedicated to the 
great task remaining before us, that we 
here highly resolve that their efforts 
shall not have been in vain, that this 
industry under God shall have a new 
birth of freedom, and that private en- 
terprise under public direction shall 
not perish from our land.” 

















Government Ownership Unpopular 


Our Readers Decide Against It By a Tremendous Majority 





HE many thousands of readers 

of this publication have de- 
7 cided against Government own- 
ership of the railways by an 
emphatic majority. 

Our January 4th issue included the 
following coupon to be filled out by 
readers: . 

1. Are you in favor of Government own- 
ership of railroads? 

2. If so, underline the kind of ownership 
you favor: Outright by purchase. By lease. 

3. When do you think such control should 
Oilen GHROGEE i iis hivs saw bc cds 
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5. If so, underline the kind of private 
ownership you favor. Under State super- 
vision. Under Government supervision 
without State supervision. 

6. When do you think private ownership 
should again become effective? 

Replies to all these questions were 
carefully tabulated, a task involving a 
good deal of labor. The results were 
as follows: 

Favoring private control, 93.75%. 

Favoring Government ownership, 
6.25%. 

Of those voting for private control, 
100% favor Government supervision 
without State supervision—the latter 
did not get a single vote. 

Of those voting for private control, 
41% believe that such private owner- 
ship should be restored “as soon as ade- 
quate legislation can be enacted,” or 
“as soon as an equitable plan can be 
matured,” or other words to much the 
same effect; 29% favor the period of 
21 months after peace is declared, as 
provided in the present law; 15.6% 
specify varying periods of one, two or 
three years from date: 12% say “Now” 
or “At once”; and 2.4% say after wages 
have declined. 

Of the 6.25% who favor Government 
ownership, all vote for immediate and 
outright purchase, but some would 
have the Government merely purchase 
control, not all outstanding securities. 

A considerable number of replies 
were from railroad employees. One 
says, “Have been 15 years a Govern- 
ment servant on railroad trains.” All 


ee 


these railroad men were opposed to 
Government ownership. 

Several object to the new plan of 
combined ticket offices. One, for ex- 
ample, says: “Separate the offices and 
scatter them through the different 
cities as before Government control, so 
that the public may be conveniently 
served, and make and enforce drastic 
rules to the effect that the traveling 
public shall have more courteous treat- 
ment. Buying tickets and reserva- 
tions, say, to California now is more 
irksome than trying for a European 
passport.” Others, however, say that 
all genuine economies instituted by the 
Government should be retained. One 
says that “abuses should be corrected, 
such as hauling export freight through 
southern ports to the congested harbor 
of New York.” 

Many interesting letters were re- 
ceived, of which we can take space to 
quote only a few excerpts: 

“T could get 1,000 ‘No’ signatures.” 


“We have the best railroad system in the 
world. Let the Government be fair with 
the roads.” 

En 

“Government control should permit rail- 
road working agreements, consolidation and 
joint use of terminals, connecting tracks, 
State rights should be forfeited and 


etc. 
placed in the hands of the U. S. vern- 
ment. Railroad investors’ committees 


should have some voice in the appointment 
of commissions as well as the President and 
Congress. The companies should be treated 
with fairness. The Interstate Commerce 
Commission has been too arbitrary. We 
should promote expansion and development 
through the prosperity of the roads. Rail- 
road expansion makes money for a com- 
munity just the same as a macadamized 


road does.” 
o. =. = 


“Give the railroads a chance. About 40% 
of the business of the country is railroad 
business, and if they are prosperous so is 
the rest of the country. Let them be al- 
lowed to make, say, 7% net. If they make 
more reduce the reight rate.” 

* * 

“T believe that Government ownership, 
under our present political system, would 
prove a calamity for the country. Railway 
employees under Government control I 
would expect to be very much less efficient, 
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much less competent and much less eco- 
nomical than under private control, and the 
employees would look to political favoritism 
rather than efficiency to maintain their po- 
sitions. The present service, very poor at 
a high cost, is an index of what could be 
expected under permanent Government 


ownership.” 
* * * 


“I take this opportunity to call your at- 
tention to another phase of the railroad 
situation which I have not seen touched 
upon anywhere and which is important 
enough to warrant some consideration. 

“The idea seems to have been and still is 
on the side of the Administration to raise 
wages and salaries to cover the higher cost 
of living, PLUS. But I have yet to see that 
any one has even considered the needs of 
the investor, who may be, and undoubtedly 
in many cases is, entirely dependent upon 
his income from his railroad stocks for his 
support, for a larger return on his contribu- 
tion to the economic power of this country, 
although he is in the same predicament as 
the employee in meeting the increased cost 
of living. 

“The Administration has even been criti- 
cised for its course in the railroad situation, 
when the present arrangement does not 
even in all cases bring the pre-war returns 
to the stockholders, as in the case of the 
B. & O., and probably others; and all this 
in the face of the fact that every other in- 





dustry has been permitted almost any 
profits as long as it would take the Gov- 
ernment into partnership to the extent of 
the excess profits taxes levied. 

“It seems to me that it would be only 
equity to the stockholders of the railroad 
companies to give them the same percentage 
of increase in dividends that has been allowed 
the employe.” 

. . 

“I would suggest that you call the atten- 
tion of your readers to the following book- 
let, which can be obtained gratis by writing 
to the clerk of the Joint Committee on 
Interstate Commerce, Washington, D. C. 

“This document is a report of the hear- 
ings granted to Mr. Acworth of London, in 
which he gives a history of Government 
ownership of railroads in foreign countries. 

“Mr. Acworth has been an acknowledged 
English expert for thirty years and has 
been sent by the English Government on a 
number of very important missions. His 
reputation was such that when the joint 
sub-committee heard he was in this country 
they called a special meeting to hear his 
views and devoted the best part of three 
days to his testimony (May 7 to 9, 1917). 

“Mr. Acworth does not deal in theories, 
but he gives facts obtained from official 
records, giving results over a period of 
years in various countries. 

“It is by far the most interesting docu- 
ment I have seen on this subject and is full 
of very valuable information.” 


OIL BOOM FAKERS 


R. ATWOOD’S three articles on the oil 
fields which appeared in the Saturday 
Evening Post, most of which were de- 

voted to Texas, were widely read in this sec- 
tion. They were illuminating and remarkably 
accurate when the extent and ramifications of 
the oil business are considered. It is noted, 
however, that he neglected to make any ade- 
quate mention of the purely scientific features 
of the oil business—of the hundreds of geolo- 
gists who have made many years study of the 
structure of the near surface of the earth with 
a view to determining favorable locations for 
drilling for oil, and of the great percentage in 
favor of the scientifically located wells. He 
neglected while discussing the oil stock faker 
to consider the faking geologist whose reports 
are usually the basis for claims by promotion 
companies that their wildcat stuff is in geo- 
graphically favored territory. 

North Central Texas is examined at 
this time literally by hundreds of men who are 
making almost microscopic examination of 
outcroppings and borings from wells, and 
whose instruments and apparatus for their 
work represents the last word in scientific ex- 
ploration for oil. There are other scores of 

geologists who will make favorable re- 


ports on any location whatever for a fee. An 
energetic field man operating independently in 
a town near the pool at Ranger told the writer 
of this a few days ago of one wildcat lease 
owner who had him make an examination of a 
tract of land in West Texas. The land owner, 
after the examination was completed, told 
the geologist that he assumed a good structure 
had been found and that he would be glad to 
carry the geologist for $4,600 in stock in the 
company or send him a check for that sum. 
The geologist told him he would transmit his 
report in a few days. The report was not very 
favorable, but it reflected the facts. It was ac- 
companied by a bill for $237, the sum being the 
fees and expenses of the geologist for the 
actual work done. 

The article of Mr. Atwood that is here con- 
sidered will be read by many thousands of per- 
sons who may be expected to profit from it. 
What he has so graphically presented to the 
readers of the Saturday Evening Post is 
known by persons who are in intimate touch 
with the situation in the Texas oil fields to be 
conservative and really to reflect a better light 
on the stock promotion situation than some of 
> facts would seem to justify —Dallas Daily 

ews. 



























MONEY-BANKING- BUSINESS 





Imperative Need for National Blue 
Sky Law 


New Investment Army of Liberty Bondholders Should be 
Protected—Great Care Needed in Drawing the Statute 





By N. CHARLES KAMPF 





EVER in the history of the 

United States was it more im- 
portant that legislation be passed 
prohibiting the promotion of 
wild-cat schemes and the selling of the 
stocks of such promotions. It is an un- 
necessary evil and should be ended. 

Mr. Frank A. Vanderlip, President of 
the National City Bank, in a recent ad- 
dress said that the capital needed for the 
industries of the country would not in the 
future depend so greatly upon “bank 
money” but on direct investment by the 
people. It is very important that this 
“new source of capital,” of which Mr. 
Vanderlip speaks, this mass of inexperi- 
enced investors, should be conserved, and 
should not become disgusted with their 
first ventures in the investment field. 

There are approximately 20,000,000 
Liberty Bond buyers in the United States, 
of whom at least 17,000,000 were pro- 
moted by their purchase from the kinder- 
garten into the first class in the school 
of investment. Just as every one needs 
instruction in his youth, so does the inex- 
perienced investor need good teaching 
and protection in his new field. 

Some degree of protection was af- 
forded by the Capital Issues Committee, 
but this Committee was formed as a war 
measure and its continuance in peace is 
not now contemplated. In a recent re- 
port the Committee warned the country 
of the enormous losses sustained through 
the sale of worthless and fraudulent 
securities. The rt states that schools 
are formed in various parts of the coun- 
try “to drill salesmen in the art of per- 
suading investors to subscribe for un- 
meritorious or worthless securities” and 





tells of financial exploitations by “reck- 
less and unscrupulous promoters.” 

“This can only be prevented by legis- 
lation vesting in some duly constituted 
public agency full power to restrain the 
offering of fraudulent or worthless se- 
curities. 

“The Capital Issues Committee warns 
the public and earnestly directs the at- 
tention of Congress to the problem.” 

Many other warnings are being issued 
by different bodies of repute but these are 
not far reaching. The latest warning is 
one issued by H. G. S. Noble, President 
of the New York Stock Exchange, which 
goes into the situation deftly. 

Mr. Noble says in part: “The utter- 
ances of both Secretaries McAdoo and 
Glass, and the report of the Capital Is- 
sues Committee show a widespread ex- 
ploitation by unscrupulous promoters of 
the millions of new Liberty Loan invest- 
ors. The serious economic consequences 
of the situation, if uncontrolled, need no 
elaboration here. They should be suffi- 
ciently obvious to rally every responsible 
and industrial institution to support the 
Treasury Department and Capital Issues 
ae in their efforts to suppress the 
evil.” 

There is but one remedy that would 
be of real value to the country—a Na- 
tional Blue Sky Law. Approximately 
thirty-one states of the Union have Blue 
Sky Laws, but these laws cannot reach 
outside of the state by which they are 
adopted, 

Material Points of the Law 


Most of the laws are of the same 
tenor, First, they designate an officer 
to see that the laws are executed. Sec- 
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ond, they give methods of applying for 
a license to sell securities and prescribe 
the fee accompanying the application. 
- Third, the license, when granted, reads: 

This is to certify that the...... Lenses 
has this day been given permission to 
s0ll. $0 ccevesscce of (stocks, bonds, or 
other securities) within the state of.... 

Bank Commissioner (or designated 

officer). 

Fourth, the books of the investment 
company are to be subject to examination 
and all information with reference to se- 
curities sold by the investment company 
is open to public examination. Fifth, in 
case of misrepresentation, the company 
shall be subject to fine, and its officials 
to imprisonment, or both. Finally, the 
securities which can be sold without a 
license are listed in a manual compiled 
under the supervision of the Bank Com- 
missioner. They usually are Federal, 
State, County, and Municipal issues, se- 
curities of banks, Foreign Government 
securities, public or quasi-public corpora- 
tion issues, and securities approved by 
the State authorities. Some of the states 
add that “whenever it appears that the 
assets of the investment company are 
impaired to the extent that such assets 
do not equal the liabilities, such facts 
shall be communicated to the Law De- 
partment of the state, who shall apply 
for the appointment of a receiver who 
shall take charge and liquidate the affairs 
of the investment company.” 

No company should be allowed to offer 
securities for sale to the public unless 
some reasonable assurance is given that 
there is actual value behind the securi- 
ties offered. Thirty-one states endeavor 
to see that this point is carried out but 
some of the remaining states, without the 
necessary legislation to protect their citi- 
zens, are the breeding places of “fly-by- 
night” promoters. 


Law Not a Guaranty 

But while a carefully drawn Blue Sky 
Law has undoubted value, its limitations 
must be: fully recognized. 

There may be real merit in the scheme 
of the promoter; his intention may be 
entirely honest; and he may meet the re- 
quirements of the Blue Sky Law of the 


gain. 


"state where his headquarters are estab- 
lished—yet the law cannot possibly as- 
sure the public of the safety of the pro- 
position. The best laid plans gang aft 
agley. Blue Sky legislation affords some 
degree of protection to the public, but it 
is not a guaranty. And the public some- 
times misunderstands a license by the 
state to sell stock, especially when the 
privilege of its use is abused by the 
promoter. : 

Protection was afforded to some ex- 
tent by the Capital Issues Committee, so 
that to a greater extent than ever be- 
fore the hands of the promoter were 
tied and the channels through which the 
get-rich-quick fakirs received their riches 
were closed. With the lifting of the lid, 
the former dangers recur. 

It is important that Congress heed the 
warning of the Capital Issue Committee, 
and enact a National Blue Sky Law 
which will protect the American public 
from the financial pirate. Not only 
should the law place the needed restric- 
tions upon the promoter, but it should 
make the newspaper or other periodical 
which knowingly prints false or mislead- 
ing statements, a party to the crime. 

Such a law, however, will need to be 
carefully drawn, so that it may not in- 
terfere with the business of the legitimate 
investment dealer. Some of the States, 
in their enthusiasm to curb dishonesty, 
have laid down such stringent regula- 
tions as seriously to curb legitimate pro- 
motions, which are of the highest im- 
portance to the progress and prosperity 
of the country. 

It is necessary to distinguish between 
the speculative and the dishonest. Every 
new enterprise is a speculation. Rarely 
if ever can its success be guaranteed. 
The buyer of its securities must accept 
them on that basis and balance the risk 
against the probability of exceptional 


But every such buyer is entitled to a 
frank and truthful statement of the facts 
in regard to the promotion, and to an 
honest and careful handling of his money 
when invested. It must be the aim of 
the law to assure the investor of these 
conditions—not to limit his freedom to 
participate in new enterprises. 
































Leading Opinions 


About Financial, Investment, Banking and Business Conditions 





Sabin Cites 
1919 Opportunities 
The American people are beginning to 

awaken to the fact that the reconstruc- 
tion needs of Europe will not be heavy 
enough to allow business expansion in 
this country on that prospect alone. In 
an article in Leslie’s, Chas. H. Sabin, 
president of the Guaranty Trust Com- 
pany, points out that while France and 
Belgium and other devastated countries 
of Europe need our products, this de- 
mand should not be over-estimated. 
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Nevertheless, Mr. Sabin believes that 


peace brings a prospective great oppor- 
tunity. He points out: 

“During the first ten months of 1918 we ex- 
mie to North America $1,087,089,135 worth 
of products, as contrasted with Shean z72 
in i917; South America $243,707 as com- 
pared with $245,759,914 in hae: L[“ og Fe > gh 

097, as against $330,994 in 191 inf? 
Oceania $127,440,235, as srs with $84 
428,399: in 1917, and to pg eee as 
contrasted with $40,920,757 in 1917. 

“It will be noted that whereas we gained 
materially in all other quarters of world trade 
we suffered a slight loss in South America— 


one of the richest of fields and where we shall 
encounter keen competition in holding the ad- 
vantage which the war brought us practically 
unsolicited. 

“But the extending of old markets and the 
creation of new ones will necessitate the 
financing of our export trade, for foreign 
seekers of our goods will need credit facilities. 
With a gold reserve of $3,000,000,000, or more 
than one-third of the world’s total gold coin 
and bullion, we have ample means to satisfy 
these credit demands, and in anticipation of 
this very situation our leading banks have 
lately established new branches in various 
strategic trade centers and are now extending 
their services to the four corners of the earth. 
They are ready to co-operate with American 
— interests on a scale never before pos- 
sible. 

“These, in brief, are the promising prospects 

which lie before the American people. These 
are the conditions which, properly taken ad- 
vantage of, should make 1919 a year of un- 
precedented prosperity. 
“But, as Lloyd George recently observed of 
England, ‘there is one condition for the suc- 
cess of all efforts to increase the output of this 
country—confidence.’ We must have confi- 
dence, not only in our national ability, but also 
in the attitude of our national Government to- 
ward national business interests. It is high 
time, in fact, that our Government adopt a 
policy of co-operation with industry and 
finance. One of the most valuable lessons of 
the war will have been lost to us unless we 
appreciate the wisdom of such an attitude and 
insist upon its adoption.” 


Railroad Leaders Oppose 
Government Ownership 


With a voice that is practically unan- 
imous the leading financial, industrial and 
railroad leaders are on record as oppos- 
ing Government ownership of the rails. 
Julius Kruttschnitt, chairman of the 
Southern Pacific board of directors, has 
the following to say: 

“Profiting by experience acquired under both 
private and Government operation the carriers 
earnestly desire to provide a better system of 
operation by combining the initiative and bene- 
ficial features of competition inherent in pri- 
vate ownership with the benefits developed dur- 
ing operation by the Government unhampered 
by legal restrictions.” 

Mr. Kruttschnitt said greater efficiency had 
been obtained by the railroads under private 
ownership than under Government control and 
that the carriers did not want the equipment 
ordered by the Railroad Administration. The 
administration was asked to cancel these con- 
tracts, he said, but refused. 
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Speaking on Government control from 
the viewpoint of the shipper, Clifford 
Thorne, representing the shippers before 
the Senate Interstate Commerce Com- 
mitee, said: 

“Government operation of railroads is so 
distasteful to the shippers of this country that 
if they had an opportunity to vote upon it the 
Federal plan would be overwhelmingly re- 
jected. 

“If the members of Mr. McAdoo’s staff,” 
said Mr. Thorne, “had deliberately planned to 
double-cross the director-general, and thereby 
to make Government operation so unpopular 
that it would tend to kill any possible move- 
ment toward Government ownership, they 
could not have adopted any more effective 
methods than those which actually have been 
adopted. 

“There are some good things which Mr. Mc- 
Adoo and his associates have accomplished, 
that must be saved out of the wreckage. To 
do this intelligently and efficiently will require 
several months of discussion, and the careful 
drafting of laws that will make some very im- 
portant changes in our present statutes. Dur- 
ing this interval the shipper wants protection 
against a business organization having powers 
that are autocratic and despotic in character.” 


Mackay Opposes 
Government Ownership 


In a long treatige expounding the in- 
advisability of Government ownership of 
telegraphs, Clarence H. Mackay, presi- 
dent of the Postal Telegraph Cable Com- 
pany, attacks Postmaster General Burle- 
son’s Government ownership argument 
as expressed by the latter in the Decem- 
ber, 1918, Review of Reviews. 


Mr. Mackay points out that the tele- 
graph differs from every other public 
utility in that only 3 or 4% of its entire 
business originates with the masses. Go- 
ing on to show why the location of tele- 
graph offices in the postoffices would not 
be favored, he says: 

“Postoffice locations are selected with a view 
to serving the whole population of each city, 
town and locality, and in most cases are not 
located to serve that part of the public that 
uses the telegraph in its business; and Mr. 
Burleson’s idea, that the public must come to 
the postoffice to transact their telegraph busi- 
ness, no matter where the offices are located, 
will not appeal to those who in the rush hours 
of the day must conserve their time and the 
time of their employes. 

“The banker, broker, manufacturer or mer- 
chant wishes quick and accurate telegraph ser- 
vice, and does not want slow telegraph service 
or inaccurate service. He is willing to pay a 


fair price for his telegrams, and he considers 


the present telegraph rates as fair. He does 
not wish or expect to get cheap telegraph ser- 
vice at the expense of speed and accuracy, and 
especially to get this cheap service at the 
expense of the tax payer. He is not interested 
in this movement for Government ownership 
and operation. Neither is the tax payer in its 
favor; nor are the great mass of people, who 
do not use the telegraph at all, and would not 
use it even if the charges were less. Hence 
{ see no occasion for the Government inter- 
fering with the present competitive system.” 
He goes on to show that our telegraph 
rates are the cheapest in the world and 
most convenient, that business would not 


increase with cheaper rates and that 

















LETTING GO IS NO EASY JOB 


overhead charges are a negligible quan- 
tity. The main question, according to Mr. 
Mackay, is whether competition in tele- 
graph service is wanted or not. He says: 


“Government ownership and operation means 
a monopoly. Continuation of the present two 
telegraph companies means competition. Com- 
petition means keen rivalry in service. It 
means efficiency. It means constant improve- 
ment of equipment. It means a greater desire 
to please, and more courteous treatment of the 
public. 

“If the American people prefer to take the 
chances of insufficient Government tel ph 
service, and the chances of gettin = eee 
telegraph rate to be made up large y by tax- 
ation, and to take the chances of the telegraph 
systems being turned into a political machine 
for the benefit of the party which may happen 
to be in power, then Government ownership 
and operation of telegraphs will come. If, on 
the other hand, the public come to realize that 
the telegraph service differs from every other 
kind of public utility, in that telegraph service 
is a commercial instrument practically for com- 
merce alone, and is not used, and would not 
be used even under Government ownership, by 
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the great mass of the people, and that any 
reduction in telegraph rates would be followed 
by taxation to make up the deficiency, and that 
the telegraph systems would certainly become 
political machines, and that the service itself 
would inevitably deteriorate in speed and ac- 
curacy by the Government management, then 
there is little probability of Mr. Burleson’s 
idea being adopted by the American people.” 


New Loan Should 
Be Attractive 
That general banking opinion believes 
that Liberty Loan issues should stay at 
par or above even if it is just for the 
“looks of it” is brought out by much 
comment on the subject from this source. 
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N.Y. Tribune 


AND ALL HE ASKED FOR WAS A SWORD AND 
A GUN 


In this connection Gates W. McGarrah, 
president of the Mechanics and Metals 
National Bank, of New York, said: “The 
interest dates and tax exemption features 
of the fifth loan should be attractive 
enough to make the new bonds stay above 
par from the time they’ are issued until 
the time when they mature.” 

Mr. McGarrah goes on to say that 
there can be no doubt about the pa- 
triotism of the American people, but he 
says that it was good business and com- 
mon sense in view of all the burdens the 
American people are carrying, that the 





new issue should make a stro 
to investment judgment as w 
triotism. 

Mr. McGarrah is quoted as saying: 

“Tt is unfair, now that the war is over, to 
ask the American people, who have responded 
so splendidly to the Government’s a 1 for 
funds, to subscribe to bonds at par which im- 
mediately after the end of the campaign will 
fall below par.” 


Replogle and 
Schwab Differ 


For once Charles M. Schwab is ne“ 
violently optimistic. In a report sent 
from the American headquarters in Ger- 
many, he is quoted as saying: 

That he expects an era of industrial de- 
pression in the United States after the war, 
and that there will be little business expansion 
for a long time. 

Despite expectations, America will not ob- 
tain much business from reconstruction work 
in the devastated regions, inasmuch as most of 
the materials will produced locally, stone 
being used in place of wood. 

He forecast that America need have no fear 
of competition from Germany in any line. 

On the other hand J. L. Replogle, who 
controlled the entire iron and steel in- 
dustry during the war sees rifts in the 
business clouds and believes that a buy- 
ing movement in pig iron and semi-fin- 
ished steel will develop wthin sixty or 
ninety days that will result .in $40 pig 
iron and $75 steel staples during the year. 

Mr. Replogle believes fully 4,000,000 tons of 
pig iron, or 10% of our capacity, will be re- 
quired within the next year to fill foreign de- 
mands. 

Italy will be in this market with big orders, 
and will be able to finance them. The whole 
of Europe and also Japan and South America, 
he says, will demand our pig iron and semi- 
finished steel. 


“Finance by Selling 
Foreign Securities”—Harriman 

A better way to finance the United 
States needs lies in the sale of Allies 
bonds, held by our Government, rather 
than issuing a fifth Liberty Loan, accord- 
ing to Joseph W. Harriman, president of 
the Harriman National Bank. He points 
out that the bankers are forced to curtail 
their loans in preparation for the next 
bond issue, thereby hindering reconstruc- 
tion and trade expansion. 

The American Government holds 
nearly $10,000,000,000 in securities of 
allied governments, and the suggestion is 
made that these be put on the market in- 


appeal 
as pa- 
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stead of raising $6,000,000,000 on a new 
issue with its attendant expense. 

Mr. Harriman says: 

“What I cannot understand is that if we 
have obligations of the allies in our strong box 
why these obligations cannot be arranged both 
as to maturities and method of liquidating of 
such maturities so that they can be put upon 
the market by the Government at the same 
rate that they would bear income at the present 
time, either in the shape of acceptances or 
what not. 

“Certainly at a time like this if a merchant 
came to this bank for a loan of say $500,000 
and he had $500,000 in gilt edged 5% securities 
in his strong box he would be told to sell his 
securities, and the Government seems to be in 
precisely that same position. Why shouldn’t 
the Government do the same thing and sell the 
securities it holds of other governments? Why 
with nearly $10,000,000,000 of such securities 
should it borrow an additional $6,000,000,000 
and pay interest and taxes on that? 

“In the first place by this procedure of 
utilizing the securities of the allies the banks 
and merchants can then resume their normal 
relations and the embargo on credits can be 
raised. In the second place such a method 
would be an education to the public in invest- 
ing in foreign securities, and sooner or later 
the people must get acquainted with this class 
of securities.” 

Maddox Sees 
Wide Inflation 

World-wide inflation is coming and it 
will be a good thing as prices and wages 
can then_be reduced gradually, accord- 
ing to Robert F. Maddox, president of 
the American Bankers Association. _ 

“We are on the crest of a world-wide 
inflation,” said Mr. Maddox. 


“The great question now is, how can we 
continue to maintain or increase our foreign 
business with a credit balance of approxi- 
mately $500,000,000 in annual interest due to 
start with, an amount nearly equal to the bal- 
ance of our foreign trade four years ago? 
How can we be paid for the goods we hope 
to rt in the future? It would be unwise 
to add to our already large stock of gold. 
There are some articles we now import which 
we could use in increasing quantities, but there 
is little hope that this increase will keep pace 
with our ability to increase our own export 
products. 

“One of the plans suggested is for this coun- 
try to continue to buy the obligations of the 
governments of our debtor countries until our 
people are educated to buy direct foreign gov- 
ernment securities or the securities of well- 
established industrial enterprises in other parts 
of the world. If we expect to inc or 
even maintain our foreign business, it is abso- 
lutely essential to grant these credits in some 
form, and we must begin at once some plan 
to absorb these securities.” . 


- 


“Rail Service 
Will be Better”—McAdoo 

Now that the pressure of tremendous 
war activity has been lifted from the 
backs of the railroads, the pre-war con- 
veniences of post-war betterments will 
soon be in effect, according to former Di- 
rector-General McAdoo. 

In the public service and accounting 
section of his annal report, just made 
public, Mr. McAdoo says: 

“While the government will make heavy de- 


mands upon the railroads for some months to 
come,” the statement of the former head of 
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the unified system says, “and while existing 
prices of materials and labor may not justify 
the undertaking of improvements upon a large 
scale, still the war pressure is being relieved 
and conditions will gradually become more and 
more normal. From now on the point of view 
will be different. The effort must be to ascer- 
tain what service the public requires and to 
render that service when possible. This does 
not mean that every pre-war time facility 
should be revived. Competition had created 
many situations which were extravagant and 
unjustifiable. Service of that kind is generally 
a preference to the individual en oying it which 
is paid for by the general public, which does 
not enjoy it. But all the facilities which the 
public can properly ask for will be supplied as 
speedily as possible.” 
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Foreign Government Convertibles 


Why They Are Investments of Unusual Excellence— 
Long and Short Term Issues Discussed— 
Analogy of Other Wars 





By GEO. S. 


HAMMOND 





OVERNMENT bonds are a 

iG financial instrument which has 

mec} been ir existence for centuries. 

As such, they afford sufficient 

data for anyone who has the inclination 

to draw up a very complete study of their 
action under various conditions. 

The conclusion is readily reached that 
under normal conditions, even including~ 
quite serious depressions and marked 
prosperity, the obligations of first class 
powers fluctuate very little in price. If 
a nation be engaged in a war of consid- 
erable duration, involving the raising of 
heavy loans, the tendency is for existing 
bonds to decline in value, and for suc- 
cessive new issues to include among their 
features an advancing scale of interest 
rates, or other conditions adding to their 
attractiveness. 

Obvious as this may seem to all now, 
after a very practical application of the 
principle, very few of us properly appre- 
ciated it, say five years ago. We also 
find the strong historical precedent that 
after the strain of war finance has termi- 
nated, and conditions have become re- 
adjusted, the rate of interest for the 
debts of the nations concerned again 
seeks something approaching its cus- 
tomary level. 

It is possible that we are now facing 
an exception to the general rule—that 
the devastation and economic loss inci- 
dent to the struggle just ended have been 
so great, and the scarcity of loanable 
funds has become so world-wide, that no 
such recovery will occur for many years. 
It may well be that these factors will 
make the return of the interest rates for 
government loans to a normal figure a 
slower than usual process, but it requires 
an exceptionally pessimistic interpreta- 


tion of conditions for one to become con- 
vinced that the movement, whether rapid 
or slow, will not at least be in the direc- 
tion of lower rates. 

It seems unthinkable that the securi- 
ties of Great Britain and France, whose 
perpetual consols or rentes sold for years 
at prices to net from 244% to 31%4%, will 
find their permanent level around a 544% 
basis, as at present. 

Many shrewd investors, having in mind 
the very apparent abnormality of present 
prices, are purchasing the convertible 
bonds of Great Britain and France placed 
in this country between October, 1915, 
and April, 1917. In so doing, they are 
acquiring what have every appearance 
not only of being the safest type of se- 
curity available, but also of presenting 
- clearest promise of appreciation in 
value. 


Features of the Long Term Issues 


The foreign government bonds traded 
in on the exchange, which embody a con- 
vertible feature, are three in number, as 


follows: 
Current 
Maturity Price on 
ae tn ..Oct. 15,1920 9734 6.60% 
yay sia. .Feb. 1,1919 100 5.50% 
French Rep. 5%4s. . Apr. 1, 1919 104 5.28% 


Here are the respective issues into 
which they are convertible, par for 
roger with prices representing ting their 

ues, if we assume that the credit of 
the nations concerned reaches a 4%, or 


444%, basis 


4% 4% 
% 
U: Kingdom 3-¥5, Sige dans 132 
r. 5%s.. 1 
French Republic 20-Yr. 5 120.5 113.1 


* The best opportunity for profit appears 
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to lie in the United Kingdom twenty-year 
5%s. The duration is sufficient to permit 
considerable appreciation, yet does not 
put the redemption so far in the future 
as to leave the bonds almost in the posi- 
tion of consols. The notes which mature 
February 1, 1919, are secured by deposit 
of high class collateral. This collateral 
will not be pledged against the twenty- 

ear bonds, but the exemption from 
British taxes, present or future, will be 
continued. Of the total amount of $150,- 
000,000 it is understood that about $8,- 
000,000 have been retired through the 
sale of collateral, while more than $50,- 
000,000 have been converted. Probably 
a much greater amount will be exchanged 
as the privilege runs to maturity. 

The Anglo-French fifteen-twenty-five- 
year 4¥%4s do not carry quite so strong an 
appeal, as their lower interest rate and 
the possibility of redemption in fifteen 
years will tend to check their advance. 
The present 5% notes, due on October 
15, 1920, are highly desirable as short- 
time obligations, however, and since the 
ight of conversion extends up to April 
is 1920, or to maturity if notice be given 
on April 15, it is conceivable that the 
conversion privilege may bring the mar- 
ket value up to a slight premium before 
maturity. This would require an ad- 
vance in the joint credit of England and 
France, in slightly over a year, from 
about a 5.50% basis to somewhat under 
a 4.50% basis. 

The $100,000,000 French Republic 
5%% notes are likewise a collaterally 
secured bond, having principal and in- 
terest payable without deduction for an 
present or future French taxes, whi 
exemption will be continued in the 
twenty-year bonds. Conversion may be 
made up to maturity. These bonds will 
be equally attractive with the long United 
Kingdom 5%s, but the fixed exchange 
rate feature, which is discussed later, has 
made the market value of the notes so 
high that the greater part of the issue 
will doubtless: be turned in for payment 
rather than converted. 


English and French Credit 


The investor is naturally anxious to 
know what probability there is that the 
long time bonds will be worth the 4% or 


4.50% bases shown in the sacs table. 
As an indication of the possibilities, we 
may refer to the prices prevailing for the 
loans of England and France during and 
after the Napoleonic wars, which offer 
the nearest to an equivalent of the present 
period to be found in modern times. At 
the end of the Napoleonic wars, Great 
Britain had a debt of $4,475,000,000, as 
compared with an annual income esti- 
mated at $1,500,000,000. According to a 
recent compilation, Great Britain’s debt 
is about $32,000,000,000. Her pre-war 
income has been put at $12,000,000,000 
per annum. 

We have, therefore, an increase in debt 
of about sevenfold, with an increase in 
income of about eightfold. Disregarding 
the elements of difference in economic 
conditions, which have arisen during the 
intervening century, we find that on a 
cold statistical comparison of debt and 
income, Great Britain is, in a relative 
sense, just about where she stood as to 
finances one hundred years ago, after 
fifteen years of warfare. 

France has naturally suffered even 
more than England. In addition to hav- 
ing one of her great industrial districts 
destroyed and, roughly, one-third of her 
men between 18 and 30 permanently dis- 
abled or killed, she has incurred a debt 
of over $22,000,000,000, or about two- 
thirds that of Great Britain, though her 


- annual income has been rated at just 


about half that of her ally. There is 
enough of a parallel between the Na- 
poleonic and the present times, however, 
to justify expectations of a similar credit 
trend. The price paid has been tre- 
mendous, but the nation has emerged the 
victor, instead of the vanquished of a 
century back. 

Now we learn that the debts of these 
two nations declined to about a 6% basis 
during the Napoleonic wars, a return at 
the very lowest point of only about 4% 


‘more than is afforded today by the United 


Kingdom 20-year 5%4s. By 1830 a basis of 
3.10% had been reached (equivalent to 
about 133 for a twenty-year 5.50% bond 

and from that date up to the outb 

of the European war, a range of from 
2.40% to 3.80% was the rule. French 
rentes were hard hit by the revolution of 
1848, and by the Franco-Prussian war, 
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of course. In 1871, 5% rentes were is- 
sued at 8234. They sold above par three 
years later; in 1875 they rose to 107, and 
in 1881 to 121. 

A similar example is found in the case 
of United States 6s due 1881. At the 
outbreak of the Civil war they fell to 83. 
In 1864, when the final outcome of the 
war had become clear, they reached 118, 
and by 1869 they had climbed to 125, 
where the yield was but 3.40%. It as- 
suredly does not seem extravagant, in the 
light of these facts, to expect that United 

ngdom and French Republic twenty- 
year 5%s will attain, at the least, a 4.75% 
or 4.50% basis within a very few 
years. 

The Fixed Exchange Privilege 

Aside from convertibility and collateral 
security, a third special feature offered 
to draw forth the somewhat provincial 


American dollar is the fixed exchange 
privilege embraced in the French loans. 


and the probabilities are that present 
buyers will obtain a very handsome re- 
turn on a two months’ investment. The 
interest may be collected in the same 
way, thereby adding to the return. 

This bond is of particular interest to 
those going to France and who wish to 
transfer funds for their uses there, or 
to importers who would ordinarily have 
to buy French exchange at about the 
maturity of the notes. 

City of Paris 6s are a $50,000,000 is- 
sue, due October 15, 1921, and may be 
bought at about 9834, giving a straight 
yield to maturity of 6.70%. While the 
lower fixed rate of 5.50 would not be 
of great value, were exchange to remain 
at its present figure until the maturity ot 
the notes, it will probably tend towards 
normal, and the notes are very attractive 
indeed. For many years before the war 
French exchange made but the smallest 
variations from par. It is only as the re- 





EFFECT OF FIXED EXCHANGE PRIVILEGE ON FRENCH ISSUES 


French Republic 5348...............0.++: : 
2 OR & Oe Aa ae ree 
French Cities (Lyons, Marseilles and Bordeaux) 6s. 


Value at 
Fixed Rate Value at Current 
Francs per Normal Rate Rate 
Dollar (5.18) (5.45) 
ane 5.75 110.95% 105.51% 
a eR 5.50 106.12% 100.92% 
5.60 108.05% 102.75% 





This enables the holder to receive either. 


principal or interest, at the option of the 
holder, in dollars at New York, or in 
francs at Paris, at a fixed, sub-normal 
rate of exchange. The issues concerned, 
together with the fixed rate, the values 
of the principal at normal exchange and 
at current exchange, are given in the 
table herewith: 

The French Republic 5%s, already de- 
scribed, are the only one of the foreign 

vernment loans which combine the 
: fixed exchange and the convertible privi- 

leges. As a $1,000 bond is worth, at the 
present rate of exchange, $1,055.05 after 
conversion of the francs back into dol- 
lars, there is an apparent gain of 1% 
points, less slight expenses, to be ob- 
tained in about two months time. The 
element of uncertainty lies in the course 
of exchange rates during that period. It 
has fluctuated but little of late, however, 


sult of altogether exceptional circum- 
stances that it stands where it is today. 
Of course the collection of interest in 
francs is hardly worth while, with the 
exception of the final coupon which may 
be shipped with the notes, unless one 
holds a fairly sizable block of them. 
The French Cities 6c ($12,000,000 each 
for Lyons, Marseilles and Bordeaux) 
were sold in November, 1916, for the 
purpose of raising funds for special needs 
arising from the war, such as municipal 
charities. They are the only external 
obligations of these cities, which are very 
conservatively bonded, according to 
American standards. The faith of the 


French Republic stands behind them, as 
a practical matter, though not so stipu- 
lated. They now have nine months to 
maturity, and return 5.50% as plain 
dollar obligations. 

As compared with the Paris 6s, they 
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have the advantage of a better exchange 
rate—5.60 against 5.50—and are of an 
apparent value of $1,027.53 per $1,000 
at maturity. This would bring the return 
up to about 9%. The City of Paris 6s, 
on the other hand, have nearly a year 
longer to run, which period may witness 
quite a change in franc exchange. They 
are obtainable, moreover, at a lower 
price. 

There is thus but little to choose be- 
tween the two notes, so far as one may 
judge at present, and the investor should 


be guided in his choice by his —- 


as to maturity. Both issues fully war- 
rant the use of superlatives in describing 
their attractiveness, and they offer just 
enough of the speculative in their make- 
up to give an added zest to their pur- 
chase. The speculative feature seems to 
be one affording quite a little to gain and 
very limited opportunities for loss. That 
is to say, the purchaser may not make 
quite as much as he expected, but he 
will at least receive a fair return on his 
money, regardless of exchange rates. 








Liberty Bond Dictionary 





Issue—To sell, distribute, or otherwise 
place in the hands of investors; as a noun, 
the outstanding securities of a certain kind 
so distributed. “Issue price” is the price 
at which the securities are offered to the 
public; usually above the “underwriting 
price” at which the securities were sold to 
the underwriting. syndicate, the difference 
representing the expenses and profits of the 
underwriters. Liberty Bonds, of course, 
were not underwritten. 

Limited Order—An order to buy at (or 
below) a specified price, or to sell at (or 
above) a — price. Distinguished 
from a “market” or unlimited order. 

Loan—As describing an issue of bonds, 
this term is for the most part confined to 

vernment issues; as, the First Liberty 

oan. 

Loss of Bonds or Certificates—A safe 
deposit vault is the only By mend safe place 
for securities. The U. S. Government will 
not stop payment on coupon bonds or cou- 
pons if lost by the owner. If a registered 
bond is lost, the Treasury on notice will 
prevent the transfer of the missing bonds 
on the department’s books. The notice must 
fully describe the bonds, giving numbers, 
name of issue, per cent, and exact name in 
which they are registered. 

Market—A place for buying and selling. 
Also used to mean market price. Also to 
signify the state of the market, as “a close 
market,” “a thin market,” etc. 

Market An order to be executed 
at the best price obtainable at the time. 

Market Price—The current or prevailing 
price at the time. 

Ma ‘The date when a bond or note 
becomes payable. Also sometimes used to 
mean “time to run,” as “short maturities,” 
“distant maturities.” 

National Debt—The total of bonds, notes 
and certificates of indebtedness owed by a 





nation. As commonly used, would not in- 
clude demand notes or “greenbacks,” or 
current accounts due. 

Negotiable—Payable to bearer, or can be 
made so by indorsement. A security good 
only in the hands of the original holder is 
“non-negotiable,” but can be transferred by 
the consent of the person or corporation 
issuing it. A registered bond is non-nego- 
tiable, since transfer on the books is neces- 
sary before title to it can be passed to 
another person. 

Note—A written promise to pay a sum of 
money at a specified date, or on demand. 
The amount and date payable must be 
definite, and it must be dated and signed. 
It is usual, but not strictly necessary, to 
state the place for payment; if not stated, 
the note is presented at the maker’s place 
of business or residence. To hold indorsers, 
a note should be presented at the exact 
time and place of maturity; but delay does 
not release the maker of the note. In- 
dorsers must be notified at once of failure 
of the maker to meet the note when due. 
If'a note is lost, the maker still owes it, if 
the obligation can be proved or is admitted. 
Some State laws allow three additional 
“days of grace” for payment, during which 
interest continues. If rate of interest is not 
stated, the legal rate in State where made 
prevails. Legally, a Liberty Bond is sub- 
stantially a note executed by the U. S. Gov- 
ernment. 

Normal Income Tax—The rate of income 
taxation which applies on all incomes cov- 
ered by the law. Distinguished from the 
surtaxes or supertaxes, which apply at 
higher rates on larger incomes. All Liberty 
sande are exempt from the normal income 


Offered Price—Same as asked price. 


Open Order—Same as “G. T. C. order”— 
good until countermanded or executed. 

















The A B C of Bond Buying 


How the Orcinary Investor May Judge Bond Values 





X.—Bonds, Money Rates and the Price of Capital 





By G. C. SELDEN 





VERYONE knows that bond 

EB prices are intimately connected 

es) with money rates and the cost of 

— capital, but it is hard to get from 

even the most astute banker or bond man 

any coherent idea of just what the con- 
nection is and how it works. 


One of the principal obstacles to an 
understanding of this subject is the fact 
that the term “money,” as commonly 
used, has two very different significa- 
tions. One of my friends complains that 
he always gets a headache when he be- 
gins to think about the problems of the 
money market. The principal cause of 
his confusion is the failure to distinguish 
between these two uses of the word 
money. And it is likewise true that 
“capital” is used in two quite different 
ways. The first essential, therefore, is 
to clear up these fruitful causes of mis- 
understanding. 

The primary meaning of money is cur- 
rency—gold, silver, or paper. This is the 
kind of money that we carry in our 
pockets or the tradesman has in his cash 
drawer or the bank in its vault. But 
suppose you take $1,000 in cash and de- 
posit it in your bank. You say that you 
have that much “money” in the bank be- 
cause you can draw it out in the form of 
cash if you want to; but the bank does 
not keep it in the form of cash—gold, 
silver, or paper—but merely carries a 
credit of that amount to your account. 
What you really have with the bank is a 
credit balance. 

In that way arises the secondary or 
derived meaning of the term “money,” 
that is, a credit which is available at once 
or within a comparatively short time. 
The “money market” is really a credit 
market. Even a bank check is not money 
in its primary meaning; it is merely a 
written evidence of a credit at the bank, 
which can be transferred from one per- 
son to another by indorsement. 






There have been times—and even as 
recently as 1907—-when a scarcity of 
actual cash has caused a tight money 
market. Even under our new Federal 
Reserve bank law scarcity of currency 
would result, in a roundabout way, in 
rising money rates. But under any ordi- 
nary conditions the “money rate” means 
the interest rate on short term credits, 
such as call loans, time loans running 
from one to six months, and commercial 
paper, which may run for a year or even 
longer. 

We must distinguish, therefore, be- 
tween “easy monéy,” which means easy 
short-term credit, and an abundance of 
currency in circulation. The two nat- 
urally influence each other, but they are 
far from being the same. And when we 
speak of the influence of the money rate 
on bond prices, we really mean the in- 
terest rate on short credits. 

Economists use the word capital to 
mean all wealth which is being used to 
produce more wealth. \They quarrel 
somewhat over details, but that is the 
general signification of the term.) In 


that sense factories, supplies of materials, . 


machinery, even the improvements on 
farm lands and the food which sustains 
the factory worker, are included in 
“capital.” 

But the investor and the business man 
use the word capital to mean what econo- 
mists sometimes call the “capital fund,” 
that is, that part of economic capital 
which is in a sufficiently liquid form so 
that it can be made available for the pur- 
chase of securities or for use as credit in 
business, provided that its owner sees fit 
to apply it in that way. 

This fund of capital is being constantly 
added to by the savings of the people 
and the profits of business men, and as 
constantly reduced by the flow of capital 
into new enterprises or into the broaden- 
ing and development of old ones. Thus 
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this capital fund passes through four 
stages: 

1. It is accumulated out of savings or 
profits. 

2. It is deposited in a bank, thus ap- 
pearing in the form of bank credit. 

3. It is invested in bonds, stocks, notes, 


or mortgages. 

4. The companies or individuals issu- 
‘ng these securities turn the capital into 
concrete forms, or economic capital. 
That is, they use it to build factories, buy 
machinery, purchase a stock of goods, or 
what not. 

A point to be noted here is that a 
bank itself may, by the extension of its 
credit, increase the fund of capital avail- 
able for investment in securities. We 
have recently had a notable example of 
this in connection with the sale of Liberty 
Bonds. But unless there is a change in 
the laws under which the banks operate, 
so as to permit a permanent extension of 
their credit, such an increase in the capi- 
tal fund must be temporary. It is some- 
thing like a man lifting himself by his 
bootstraps—he may jump up a couple of 
feet, but in order to get solid ground to 
stand on he has to come down again. 

In discussing bonds, then, we speak of 
the money market as representing the in- 
terest rate on short term credit, and of 
capital as the fund of capital available 
for investment. 


Effect of Money Rates 


A change in the rate of interest on call 

loans has practically no effect on bond 
rices, because almost no holders of 

nds carry them with money borrowed 
on call. It is the broader swings of the 
money rate, extending over several years, 
which begin to show some effect on bond 
prices. For this purpose, the best index 
is the rate on prime commercial paper, 
which changes slowly, and yet is fairly 
representative of general money market 
conditions. 

The long swings of the rate for com- 
mercial paper at New York in recent 
years have been marked off by the fol- 
lowing high and low points: 


High, September, 1903 ........ 6%2% 
Fo. re 334% 
High, November, 1907 ........ 8 


money shown on a 
Seine Sb 1 Stock Market,” b i 


Ps 


Low, August, 1909 
High, September, 1910 
Low, May, 1911 
High, August, 1913 
Low, April, 1914 
High, September, 1914 
Low, February, 1916 
High, March to December, 1918. 6 


After July, 1914, the rate was much 
influenced by the war and by the new 
bank system. The high rates of Septem- 
ber, 1914, were solely due to fear and 
did not represent a normal swing of the 
market. In 1918 the rate would have 
gone above 6% if it had not been held 
down to that figure by the Government, 
acting through the Federal Board. 

Under normal conditions the lowest 
prices for bonds—or the highest bond 
yields—correspond pretty closely with 
the highest money rates, as would nat- 
urally be expected. Thus bond prices 
were at the bottom in September, 1903, 
and in November, 1907. In August and 
September, 1910, bonds were lower than 
they were again for two years, although 
luring that period they failed to record 
ny great advance. Again, bonds were 
practically at the bottom when money 
touched 634% in the fall of 1914, al- 
though the fact that the Stock Exchange 
was closed prevented a normal market at 
that time. And presumably bonds again 
touched bottom in the fall of 1918, when 
the Government was holding the money 
rate at 6% by main force.* 

The opposite is true in a general way, 
that the highest bond prices are made 
during periods of low money rates, but 
there is no such close correspondence 
here as in the case of high money rates 
and low bond prices. A period of low 
money rates generally lasts for a year or 
more, and is of much less practical help 
to the investor as a guide to the swings 
of bond prices. 

The reason for the correspondence be- 
tween high bond yields and high money 
rates, low bond yields and low money 
rates, is perfectly clear, since both are 
dependent on the amount of capital avail- 
able at any time for investment. And it 
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*NOTE—The relative movements of bonds and the 
rate are well in “Tidal 
Browne, 
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makes very little difference whether the 
fund of capital thus available is the re- 
sult of savings and profits, or of the 
creation of bank credit. The latter, for 
the time being, is just as effective in the 
purchase of securities as capital which 
has come from the savings of the people. 

The chief value of money as a guide 
to bond prices lies in the fact that the 
high and low limits of money rates are 
more easily distinguished than the high 
and low points of bond prices. Money 
rates indicate what might be called the 
“minor swings” of bond prices, which 
occur merely as temporary incidents in 
a much longer swing of bond prices over 
a period of decades. 

For example, 6% money in 1903 cor- 
responded with a low point of about 100 
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for the cranes of ten high grade bonds; 
but in 1918 6% money coincided with a 
low point of about 79 for a similar aver- 
age. The investor can form a much 
closer judgment as to when money rates 
are approaching their high or low points 
than he can as to the high and low prices 
of bonds. 

The thought will occur to many readers 
that a historical study of the relation be- 
tween money rates and bond prices for 
a much longer period, say half a century, 
would be of interest. It is of interest, 








but does not afford as much practical help 
as might at first be imagined. This pub- 
lication has recently compiled money 
rates for the best commercial paper from 
1840 to 1870—a burdensome task which 
seems never to have been undertaken 
before.* 

The result is startling. Previous to 
the Civil War rates rose nearly every fall 
to high figures—18% in 1847, 1851 and 
1854. In 1861, when the Civil War 
began, 36% was touched, and in the panic 
of 1873, 24%. Even at a much later 
date, a 10% rate was reached in 1890, 
and 12% in 1893 and 1896. As to still 
earlier dates, it is impossible to compile 
complete figures; but there were consid- 
erable periods in 1837 and 1839 when 
commercial borrowing was actually im- 
possible at any rate of interest. 


The Long Cycles in Bond Prices 


The longer swings in bond prices, 
which sometimes establish a general 
trend in one direction for a quarter ef a 
century, are due to the world’s gradual 
accumulation and dissipation of capital ; 
but they are also considerably affected by 
the rise and fall of commodity prices. 

In considering these very long swings 
it is impracticable to use an average of 
bond prices, since the bonds will be con- 
stantly maturing and others will be is- 
sued to take their places. It is necessary 
to compile the average of bond yields.t 
I cannot find that the comparison of 
these bonds yields with the level of com- 
modity prices has ever been made before. 
Without going too much into this inter- 
esting theoretical problem, I include here- 
with a condensed graph showing the de- 
gree of correspondence between the two 
factors. It will be seen that the line of 
bond yields is generally a few years be- 
hind commodity prices in making the 
turns. This makes the graph of special 
interest, since in a very Cea way com- 
modity prices may be said to forecast the 
swing of bond prices. 

The reason for this correspondence 
lies in a er gt frequently commented 
upon by Prof. Fisher and others. With 
rising commodity prices, the investors’ 

"The results will soon be made available to our 
readers in graphic form, with interpretive comments. 


tThis useful task has been performed by the Babson 
Statistical Organization. 
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annual bond interest will buy fewer and 
fewer goods. Its money-value remains 
the same but its good-value keeps falling 
because of the decline in the purchasing 
power of money. Investors, therefore, 
begin to look around for higher yield 
securities and it becomes harder to sell 
low yield securities. So bond yields soon 
begin to follow commodity prices in their 
upward movement. And the reverse is 
true when commodity prices fall. 








(Several readers have called attention 
to my error on page 181 of the November 
23, 1918, issue in saying that, in the case 
of a bond selling at 90 and convertible 
into stock at 80, the convertible privilege 
would have no value until the stock sold 
above 90. It was simply a case of wits 
gone wool-gathering—temporarily, it is 
to be hoped.) 


(To be continued.) 








SCHIFF AND GARRISON ON THE 
B. R. T. SITUATION 


ACOB H. SCHIFF discussed the affairs of 
the Brooklyn Rapid Transit Company from 
the point of view of one interested in its notes 
at a luncheon of the Bond Club in the Bank- 
ers’ Club in New York recently. He predicted 
that the stockholders would have to “put their 
hands in their pockets” as part of a reconstruc- 
tion process. 

Kuhn, Loeb & Co., Mr. Schiff’s firm, helped 
to place $60,000,000 in short term notes with 
which the Brooklyn Rapid Transit Company 
began to do its part in the dual subway con- 
tract. Mr. Schiff expressed confidence in the 
future of these notes and the company’s bonds, 
but was less certain about the stock. He said: 

“T know nothing about the Brooklyn Rapid 
Transit Company except so far as we have 
learned about it in connection with the sub- 
way. We thought there was no better security 
than these Brooklyn Rapid Transit notes, and 
we were greatly disappointed to find out that 
the company was gradually drifting into bank- 
ruptcy. Its earnings until a year ago were 
brilliant. Under ‘chenand conditions its net 
earnings were ) peeeey wi out. The 
company needed more capital than had been 
provided for; in short, it needed a receiver- 
ship. 

Gratified Over Garrison 


“We were greatly gratified, when we were 
consulted, by the selection of former Secretary 
Garrison as receiver. I do not criticise the 
old administration. Mr. Williams had tremen- 
dous difficulties to overcome. — ; 

“The job of Mr. Garrison is comparatively 
an easy one. He needs something like $16,000,- 
000 to get the property in good shape. When 
you consider the amount of money that has 
gone into the property there cannot be any 
difficulty in raising this sum. : 

“Nor is there a Roos a te bag gen 
holders. I mean the itors. o not m 
the stockholders, While I think the stockhold- 


ers will eventually get a good property back, a 
property that with fair treatment by the public 
can earn sufficient to pay an equitable return on 
its stock, the stockholders might understand 
that it is necessary to put their hands in their 
pockets eventually to clear the property from 
any temporary debt that may have to be cre- 
ated to complete it.” . 


Situation Explained 


Mr. Garrison explained the present situation 
of the company as due to its failure to read- 
just its financial practice in time to meet the 
demands of the dual subway contract. He 
said that the Brooklyn Rapid Transit Com- 
pany for years had followed a practice of using 
its income from operating revenue in financing 
permanent improvements for its subsidiaries, 
accepting therefor the certificates of indebted- 
ness of the subsidiaries. The parent company 
acquired $37,000,000 of these certificates which 
were not offset by issues of its own bonds. 
Then came the demands for capital expendi- 
tures on account of the municipal subway con- 
tract in the face of a stagnant market for se- 
curities and the petition for a receiver. 

Mr. Garrison said he had no policy to an- 
nounce. “One may as easily kill a-patient from 
good designs badly carried out as from evil de- 
signs, and many good properties are ruined 
by people with the best intentions who put into 
effect over-uight a plan which is not well 
thought out,” he said. 

The receiver declared that he was certain 
that the problems of the company could be 
solved. € pointed out that it serves an area 
that increases in population from day to day, 
thug resulting in an increase of revenues. He 
said that there was no ry of the prop- 
erty’s intrinsic value and that if there is co- 
operative effort on the part of the public, the 
Public Service Commission, the city authori- 
ties and the receiver, a bright future is as- 
sured, 














BOND BUYER’S GUIDE 


A Classification of Listed Bonds 
Arranged by F. M. Van Wicklen 





HE following table includes most of the active bonds listed in the New York Stock 
Exchange. An endeavor has been made to arrange these bonds in the order of 
their desirability as investments, based upon a combination of two factors, namely, 
security of principal and income return. 

In many cases it is difficult to determine whether a certain bond should be rated 
above or below another, and in this respect the investor who has uppermost in mind security 
of principal will no doubt differ as to classification, with one who is concerned primarily 
with the amount of income received from the investment, and vice versa. The arrangement 
below, however, attempts to balance these two factors. This table appears in every third 
issue of the magazine. 


FOREIGN GOVERNMENT BONDS 


Approximate Yield about 
price Nov.29 percent 


U. K. Gt. Brit. & I. 534, 1937 

Paris 6s, Oct. 15, 1921 6.50 

Anglo-French 5s, Oct. 15, 1920 

{ep. 2nd Ser. German Stpd. 434s, 1925 (Par value $974) 
. K. Gt. Brit. & I. 5%4s, Nov., 1921 

French Cities 6s, Nov., 1919 

French Govt. 5%s, April, 1919 

Am. For. Sec. 5s, Aug., 1919 

Dom. Canada 5s, A 1921 

Dom. Canada 5s, April, 1926 

Dom. Canada 5s, A 

U. K. Gt. Brit. & I. 


*Yield depends on exchange rate at maturity. 
RAILROAD BONDS LEGAL FOR NEW YORK STATE SAVINGS BANKS 


First Grade 
Lou. & Nash Unified 4s, 1940 844 
lvania Gen. 454s, 1965 
82 


77 


83% 
81 


& Ohio Ist 4s, 1948 
Hudson Ref. 4s, 1943 
. Pacific Gen. 3s, 2047 
Northern 4%s, 1961 


Second Grade 
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LROAD BONDS NOT LEGAL FOR NEW YORE STATE SAVINGS BANKS 


6.00 
5.75 
5.70 
5.75 
5.45 
5.40 
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Midvale Steel 5s, 1936 
& Co. R. E. 4%s, 1939 
& Steel 5s, 1940 
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How to Increase Your Principal and 


Income with the Minimum of Risk 


Suggestions Made by Subscribers in The Magazine of 
Wall Street’s Liberty Bond Prize Contest 





By JOHN J. KELLEY, N. Y. CITY 





[S¥q)N investing or re-investing, the 
b:4 Ti four basic principles that must be 
kept in mind are: 

First: Safety of principal. 

Second: Salability or convertibility of 
the investment into cash. 

Third: Possible enhancement of value. 

Fourth: Income or yield to the in- 
vestor. 

SAFETY OF Principat: The safety of 
principal can be determined by the rela- 
tive position the investment has to the 
company’s property or earning power. 
If in the form of bonds, the exact posi- 
tion they occupy. The most desirable 
from a point of safety are always the 
first mortgage bonds. However, they are 
not always the most desirable from the 
point of income, as the closer to the prop- 
erty or earning power, the lower the 
yield, and the farther away or the lower 
the equity in the investment, the higher 
the yield. 

SALABLE OR CONVERTIBLE SECURITIES: 
Securities that meet with ready sale and 
are easily converted into cash are usually 
those of successfully operated companies, 
whose earnings are stable and well above 
their fixed charges, have a good equity or 
margin of safety; those of short maturity 
whose provision for payment has been 
assured ; those having tax free features; 
also having convertible features into 
other good securities and safeguarded by 
sinking fund provisions, etc. Such fea- 
tures render them desirable at all times 
and help to give them a ready market. 

ENHANCEMENT OF VALUE: Securities 
whose chances for advancing are most 
favorable are those of companies whose 
business is in popular demand and con- 
ducted along progressive lines, built on 
firm business principles, capable of with- 
standing depressive flurries that fre- 
quently occur, and are not swayed by 
every zephyr that blows; that show con- 
stant, steady increases, and not an enor- 
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mous business one year and a deficit the 
succeeding year; whose properties are 
maintained and repaired annually and 
whose standards of efficiency are con- 
stantly upheld. 

Tue INcoME or YiELD: The income 
from securities should be regarded as one 
of the minor requisites to be considered 
in determining values, but in many cases 
it is the first and most convincing reason 
why the unsuccessful investor is at- 
tracted. The charm of income seems 
greater than security of principal, and 
that is also the reason why so many 
errors are made and so many losses en- 
tailed. You may often hear an investor 
say, “Why, at that price it pays 14 or 
16%.” If that payment is made from suc- 
cessful operation where the profits war- 
rant the permanency of such payment, 
then it is attractive, but if such income 
is received, due to a decrease in the price 
of a security, then all discriminating fac- 
ulties should be corralled to determine 
the weakness or the reason why. When 
that reason is located, in most cases the 
attractive offering will soon lose its 
lustre. 

If it can be realized that when the in- 
come increases in many cases the security 
decreases, the attractiveness of income 
will not outshine the other three princi- 
ples that should always have priority in 
the selection of securities for the discrim- 
inating investor. . 

Therefore, to select the investment 
combining the four basic principles above 
mentioned is the interesting problem for 
the investor to study and will prove to 
be the best guidance in increasing his 
principal and income. 

With the co-operation of the invest- 
ment banker and by studying and reading 
articles of financial interest, the investor 
will eventually become discerning and 
successful in his selections. 

“Eternal vigilance is the price of gain.” 
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Intelligent Investment 


Taking Advantage of the Declines to Buy and the Ad- 
vances to Sell—Different Types of Securities 





By D. M. WILLIAMS, UTICA, N. Y. 





Male) pression followed by periods of 
= expansion. Prosperity gradu- 
ally increases until inflation of both 
currency and credit occurs and we de- 
velop a time of crisis or a panic, with 
more or less disastrous results which 
always attend forced liquidation. Then 
we have a period of depression again. 
The opportune time for the purchase 
of securities is during this stage of the 
cycle. Stock and bond prices are low. 
Many buyers are out of the market 
and the sellers are anxious to con- 
vert securities into funds. It is then 
that good seasoned bonds may be pur- 
chased at such a price that in the re- 
covery that follows the investor may 
obtain a very good return on the in- 
vestment in the form of interest or 
dividends and eventually may sell at a 
substantial profit. 


The Ordinary Buyer 


The ordinary occasional buyer will 
generally invest at or near the crest 
of the price wave and will sell on a 
“stop loss” basis while the security is 
declining. Buyers will see a security 
advancing during a time of expansion. 
They still have thoughts of caution in 
their minds from the lessons of the 
past depression but as prosperity in- 
creases they see prices continue to ad- 
vance and they again become optimis- 
tic. Everything is driving ahead at in- 
creased speed and finally, when the ad- 
vance is nearing the crest, they will 
purchase; then when the reaction 
comes, they will rush to their broker 
and be among the first to sell in a de- 
clining market, thus assisting in a 
small way to further reduce prices. 

The proper procedure for an inves- 
tor is to purchase only conservative, 
well-seasoned securities and tuck them 
away in his safe-deposit box and count 
only on his interest return during the 


UR financial history has been a 
iO) series of cycles. Times of de- 


crisis, when inflation 


time of the declining market and to 
sell when the wave of upward prices 
has set in again. Theoretically, the 
process should be to buy at the time 
when prices are lowest— when buy- 
ers are scarce, when pessimism is 
in the air—and to sell at the crest of a 
rice wave. Practically, this cannot 
be done because of man’s faulty judg- 
ment and the many factors influencing 
prices, but we can approximate this 
procedure and realize a profit. One 
might better sell a little too soon, 
shortly before the crest is reached, 


‘than to put off the sale until the high 


point has been reached and the reverse 
movement has started. 


The Red Flag of Danger 


We often see a security quoted ab- 
normally low when prices in general 
are high. This should be a red flag to 
an investor and the circumstances 
should be ascertained. There is usual- 
) Ame special reason for this slump. 

anges in policy, management, the 
organization of a strong competitor, 
the discovery of a better process which 
has been patented, the expiration of a 
valuable franchise, which may not be 
renewed on as advantageous terms, 
an adverse court decision or any num- 
ber of like events, might cause the 
lower price. 

Whenever there is an abnormal de- 
mand for funds, particularly for con- 
sumptive uses or in non-productive 
enterprises or those which will be non- 
productive for a number of years, such as 
the building of the Panama and Barge 
canals or such as we find during times 
of great prosperity just preceding a 
as set in and we 
attempt to ent, interest rates go 
up very rapidly. Corporations and in- 
dividuals must have funds and to ob- 
tain them, securities are sacrificed. 
Bonds and stocks @all in price. Credit 
is very sensitive and it requires a long 
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time for it to recover after a season of 
enforced liquidation. Finally, from the 
retarding of business which in some 
cases amounts to almost stagnation, 
the supply of funds gradually increases. 
As accounts and bills receivable are 
paid, the New York banks acquire 
more funds and interest rates gradual- 
ly fall and at the same time securities 
advance, slowly it is true but still. 
sufficient to enable an investor to make- 
a conservative profit. 


Profits in R. R. Bonds 


One of the best ways to realize a 
profit from railroad bonds is to watch 
issues which are approaching the point 
where they will be legal for Savings 
Banks and Trust funds. This can be 
ascertained with a considerable de- 
gree of accuracy and the immediate 
result of such classification would be 
an advance of three to five points. The’ 
statutes of the several states must be 
consulted to find out what the require- 
ments are. 

The bonds of utilities are becoming 
more important and form a very at- 
tractive type of investment. From the 
very nature of their business, they en- 
joy a legal monopoly in their com- 
munities and are protected from com- 
petition. In making such an invest- 
ment, one should ascertain the life of 
the franchise because a renewal might 
not be had on as good terms. Even if 
the franchise is perpetual, regulation 

might cause a fall in price of the bonds. 
' Industrials are a comparatively new 
factor in the market, and do not enjoy 
the monopoly of the utilities but must 


meet the competition of the whole 
world. Some of them rank very fav- 
orably with the rails and utilities, but 
as a rule they are not as conservative 
and_do not command as wide a market, 
which affects the price. Certain cor- 
porations issuing industrials are en- 
gaged in war work and we must con- 
sider the effect of peace on them and 
their ability to engage in some other 
line of manufacture which would be 
profitable. Many companies have dis- 
continued the manufacture of their or- 
dinary product due to this war work 
and we may well ask the question; 
Have they the facilities and the or- 


ganization to again engage in that 
line or must they redevelop trade and 
meet competition which has sprung 


up since the war? This would affect 
the value of their securities. 

We are going to see many new de- 
velopments particularly in connection 
with the —  amgeiesoen of power to agri- 
culture. e greatly enlarged plants 
may be able to transfer their activities 
to the manufacture of tractors and 
other machinery. 

In conclusion, we may say that in- 
terest rates will probably remain high 
for some time, due to the great de- 
mands made upon capital both during 
the war and for the period of recon- 
struction after it, but the keen inves- 
tor will read the signs of the times and 
will be able to invest profitably before 
the fall in rates comes, as it is bound 
to some time in the future, and reap a 
considerable profit as the securities 
advance. 





Buying for Keeps 


An Experience with the Partial Payment Plan 





By KENT W. WONNELL, CHICAGO, ILL. 





FPS PHERE may be better ways of ac- 
"TT quiring a competence than sys- 
em tematic saving, but it would be 

rather difficult for anyone to 








convince Frank Barton of them as ap- 
plied to his own particular case. But 


Frank had an early object lesson which 
may have had some influence upon his 
present attitude. 

Frank is a mechanical engineer who 


has been working for ten or twelve 
since his college days, and although, of 
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course, he knew all the follies and pit- 
falls of speculating, he could not resist 
the temptation of taking a little “flier,” 
when he had saved a few hundred dol- 
lars. His venture was in Allis-Chalmers 
common, shortly before the reorganiza- 
tion of that company, and Frank was in- 
fluenced mostly by his knowledge that 
several of his classmates had gone to 
work for the company, and not by any 
investigation of the standing or condi- 
tion of the company. 

In this transaction Frank bought 50 
shares of common stock at 10, thinking it 
very cheap at this price. After hover- 
ing about this point for some time, it 
gradually dropped to $3 per share, and 
Frank, thinking to even up his holdings, 
bought 100 more shares at this price. In 


ments, and upon inquiry found that he 
could buy listed dividend paying stocks 
in small lots of almost any reputable 
broker, although partial payment buying 
was not encouraged as much then as it 
is now. But Frank was earnest and, of 
course, anxious to get started again and 
he made an arrangement during 1912 by 
which he was to pay down $500 on ten 
shares of Atchison, Topeka & Santa Fe 
common stock at 108, then paying 6%, 
and pay the balance at the rate of $40 
per month, the balance being carried by 
the broker at 6% and the payments being 
applied to the reduction of the debt. 

Of course, this was not a particularly 
brilliant buy viewed either now or at the 
time of the purchase, but it was a begin- 
ning, and at the end of Frank’s fiscal 





HOW THE PLAN WORKED OUT 


Year Stock Price 
aS Atchison ........... 108 
dg 2s cased A.T. &T........... 116 
Re Diamond 124 
1916.00.22. Made 220.00 60 
1918..........K. C. South pfd...... 52 


te Amt. owing at - ~ 
\ beginning ‘aymt. t. from 

§ year & Int. Stock 
6 580 495 60 

8 1,220 495 140 
+7 1,500 495 210 

7 1,950 640 280 
*6 1,750 640 310 
3% 1,335 640 375 

4 925 640 415 


*$3 for fiscal year 1916. {Paid 9% in 1917, now paying 8%. 





the end he sold his holdings to net 1%, 
which just about paid up $200 he had 
borrowed and wiped out his savings of 
$600. 


This lesson, however, was just what 
Frank needed, as he now realizes, for it 
showed him the folly of his get-rich- 
quick ideas and convinced him that for 
a person in his circumstances there is no 
short and easy road to wealth, and that 
if he was ever to have money he must 
adopt an entirely different plan. 

At this time he was unmarried and re- 
ceived the modest salary of $125 per 
month, from which he found that he 
— lay aside $40 by exercising a little 

therefore made a practice of 
doing this every month and it did not 
seem long before he had again peal 
lated about $500. During this time he 
has been more carefully studying invest- 


¢ 


year, which he took as July 1, he found 
that his monthly payments amounted to 
$495.60 (at 6%), the interest on the bal- 
ance due $580 was $34.80 and the inter- 
est received from the stock $60, which 
made a total of $520.80 to apply to the 
debt of $580, having a balance of about 


He Found it Easy 

This plan was so satisfactory to Frank 
that he was anxious to continue in the 
same way for the purchase of other 
stock, and as the broker had now become 
acquainted with him and knew from his 
experience with Frank that he could be 
relicd upon to make the payments regu- 
larly, he encouraged him in carrying out 
the plan. Furthermore, Frank found 
that it was no great hardship upon him 
to continue the payments in this hea ar 
he did it just the same as he paid his rent 
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or board. So in 1913 he bought ten 
shares of American Telephone and Tele- 
graph, an 8% stock, at 116, which, added 
to the amount remaining at the end of 
the first year $60, totaled $1,220. But 
the security for this was ten shares of 
Atchison, plus the ten shares of A. T. 
ike . 

The same plan was continued through- 
out the year, with continued satisfaction 
and success, and the next year Frank 
bought ten shares of Diamond Match, 
which, although not a widely known 
stock, was brought to his attention 
through a family friend. In short, the 
business arrangement was continued un- 
til the present time, adding ten shares of 
stock each year, and keeping the stock, 
making the record as shown in the table. 

It will be observed that the amount of 
payments increased in 1915, which was 
due to the fact that Frank’s salary was 
raised to $150 per month, and he found 
that even though the cost of living had 
increased, due to the war, he could add 
a little to his savings. It was increased 
again the next year to $175 a month, 
but he celebrated the increase by getting 
married. 

It was pretty hard for Frank to stick 
to his plans after the start of the war, 
and his purchase of Am. Sugar in 1915 
was somewhat influenced by what he 
thought might take place. Buying Mid- 
vale in 1916 was his greatest slip, but 
it has turned out somewhat fortunately 
for him up to date. He figured Westing- 
house as a good war and a fair peace 
stock, and Kansas City Southern’ pre- 
ferred as a good buy at the price, either 
as a war or peace stock, on the record of 
its earnings. 

Not one of the stocks was purchased 
at the low price for the year; nor was it 
bought at the highest price. But the 
dividends have continued the same, and 
it will be observed that if no more stock 
is bought, the payments and interest 
from the stock will pay off the entire 
amount owing at the beginning of the 
fiscal year, with about $75 additionally. 


— 


In the first and second years of the war 
the amounts owing were pretty large and 
it was decided to reduce them. ~ 

The total amount paid for the stock 
was $5,810, and the amount that Frank 
will have invested at the end of the pres- 
ent fiscal year (July, 1, 1919) will be 
$4,340, showing a difference of $1,470. 
The income $425 on the cost of the stock 
is only about 7.3% but upon the amount 
invested it is about 9.7%. At the present 
prices of these stocks their values are ap- 
proximately, Atchison 93, A. T. & T. 101, 
Am. Sugar 113, Diamond Match 109, 
Midvale 43, Westinghouse 42, K. C. 
Southern Pfd. 50, totaling $5,510, which 
is only $1,170 above the amount invested, 
but this is somewhat better than 6.5% for 
the amounts invested over the whole 
period. Nearly all of these stocks are 
now selling below their recognized val- 
ues, and only one, Diamond Match, is 
materially above the price paid for it. 


Better Than Haphazard Buying 


No credit is therefore due the investor 
for making any brilliant purchases ; none 
of these stocks, except Diamond Match, 
have paid extra dividends (except 
for Red Cross in 1917) and none 
of them have increased their rates except 
Diamond Match. On the other hand the 
dividends have not been reduced, the con- 
ditions of the properties have all been 
and are being improved, and it appears 
as though the present rate of dividends 
may be continued for some time. The 
investment is sufficiently diversified to 
fairly meet any ordinary change in condi- 
tions without great variation of dividend. 

There is a great deal of satisfaction, 
Frank says, in cashing in on the dividend 
checks which now average about $35 
per month, when he realizes that this 
is only slightly less than the amount he 
sets aside for his monthly saving, in ad- 
dition to the dividends. And when he 
considers that he has accomplished this 
much in just a little over six years of 
systematic saving, can you blame him for 
feeling a little puffed up over the success 
of this plan? 












Investment Inquiries 





A letter enclosing stamped self-addressed envelope will bring you a PERSONAL 
reply to an inquiry on any security in which you are interested. This Investor’s Per- 
sonal Inquiry service is free to yearly subscribers. 


SMELTING AND U. S. RUBBER 5s 
Other Bonds Discussed 

American Smelting & Ref. 1st 5s of 1947, 
as well as U. S. Rubber Ist and Refunding 5s 
of 1947 are bonds of recognized merit and in- 
vestment worth. We certainly prefer the long 
term bonds of this character to those of shorter 
maturity but we are favoring bonds that have 
a convertible privilege of some kind, like 
Southern Pacific Conv. 4s. You will also find 
International Agricultural 1st 5s a low-priced 
5% bond of worth and we suggest that you 
consider an investment, as far as possible, in 
all these. If you will refer to the “Bond 
Buyers Guide,” which appears in every third 
issue of THE MAGAZINE oF WALL STREET, you 
will see our various ratings, and also those 
bonds procurable in $100 pieces. You can get 
the U. S. Rubber and International Agri. in 
small denominations. 


KANSAS CITY SOUTHERN 
Looks a Safe Investment 

Kansas City Southern pfd. is an attractive 
investment. The company is a growing one, 
and we have no reason to anticipate that the 
dividend will not be continued to be paid for 
a long while. The entrance of foreign invest- 
ment buying later into Kansas City Southern 
should create a better demand and a higher 
market for the shares. (Principal market, 
Amsterdam and N. Y. Stock Exchange—also 
popular London and Paris Bourse.) Mean- 
time, the investment is attractive, and we 
would suggest that you hold your shares. 


PIERCE-ARROW’S DIVIDENDS 
The Status of the Stocks 

Pierce-Arrow is in the semi-investment class, 
and its dividend of 5% was recently. confirmed 
by a declaration at the regular rate, in spite 
of general opinion that the dividend would be 
reduced, Pierce-Arrow seems to be earning 
this dividend by a steady and consistent margin 
and one is justified in assuming that the divi- 
dend is safe. We have regarded Pierce-Arrow 
as an attractive common stock, yielding a high 
return around its present price and for a spec- 
vestment, we consider it desirable. It is not 
high grade, however. The preferred has an 
excellent rating and should any adverse divi- 
dend action be taken in the future, it would be 
at the expense of the common stockholders. 


ALLIS-CHALMERS PREFERRED 
A Business Man’s Investment 
Allis-Chalmers pfd. is attractive at present 
distinct 


levels, and recent reports evidence a 
upward trend in earnings. We believe the 


stock should be held for a fairly good advance. 
The dividend on the preferred is not in 
jeopardy. 

Allis-Chalmers pfd. is in the peace group 
most distinctly, and is a business man’s invest- 
ment. The common stock might still work 
higher but is not so near “the source.” 


THE LEADING OILS 
Investment and Market Position 

Instead of Lone Star Gas we prefer Texas 
Company. 

We believe that Texas Company will ulti- 
mately sell higher, that as an investment, the 
shares are fully worth what they are now sell- 
ing for. However, the market is in the “read- 
justment stage” and no one can tell how this 
process will affect stocks which have had a 
good advance, like Texas Company, until the 
decline is over. It is our view that the so- 
called “peace stocks” like Texas Company, 
Mexican Petroleum, and some of the rails, had 
large advances during the past three months 
will suffer from the wide distribution they had. 
In view of money conditions, the restrictions 
upon speculation, etc., prices are inclined to 
sag, and Texas Company would not be any 
exception in a reactionary market, despite its 
undoubted merit. Therefore, we recommend 
a policy of caution. Do not buy if you cannot 
stand by a substantial decline. sf you can pur- 
chase outright, do so on particularly “weak 
spots,” confining your attention to the active 
leaders like Texas, Royal Dutch, Pan-Ameri- 
can or General Asphalt. 

Parenthetically, it is better to invest in Pan- 
American than Mex. Pet. (so far as you are 
concerned). Pan-American is still selling at 
a moderate price, while Mex. Pet. is an alarm- 
ing market proposition, but should it advance 
greatly it must pull up Pan-American. A de- 
cline in Mex. Pet. should not affect Pan- 
American too seriously. 


TRACTION BONDS 
H. & M. ist Ref. 5s Still Attractive 


Instead of Int. Met. 454s, we prefer Hudson 
& Manhattan Ist 5s, and we would suggest 
that you switch into the latter. 

Hudson & Manhattan Ist 5s are still con- 
sidered an attractive bond, rdiess of the 
temporary fluctuations in it. e have been 
recommending H. & M. 5s from 50 upward, 
and the recent decline from 69 to 59 is due to 
the weakness in the tractions generally. This 
company shows a <w earning er, and 
the strength of the H. & M. issues in the face 

of panicky oe in Manhattan El. B. R. 
T., Interborough, N. Y. Railways and Third 
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Ave., is a reflection of well informed opinion, 
judging by market action. 

The contingent surplus fund held for ulti- 
mate payment of “adjustment bond interest” is 
still intact. 





AMERICAN CAN’S WAR BUSINESS _ 
Apparently a Permanent Benefit 

American Can has placed* itself in a strong 
position. The company has never paid divi- 
dends on the common, and between 1908 and 
1917 showed an average earning power of over 
5% on this issue. This average included some 
very bad years, and earnings in the past four 
years have taken a pronounced upward trend. 
Partially due to war prosperity, the company 
earned over 5% in 1915, 12% in 1916, 21% in 
1917, and estimates for 1918 show the equiva- 
lent of about 14%. 

The principal objection is that the company 
has been war-prosperous, and that the common 
was originally “all water.” But we are dealing 
with present values, and the fact remains that 
the company could pay a dividend of 5% very 
conservatively and maintain dividends for 
some years without impairing the capital struc- 
ture or future prospects. 

The price and strength of the shares is an 
iffdication of the “discounting process” and al- 
though the market is apt to be a tiresome af- 
fair to the investor who looks for rapid profits, 
we are not so sure that the company will not 
manage to retain a large portion of its so- 
called “war business” and continue to show a 
high earning power in the future. The stock 
is acting marketwise as one of the strongest 
on the list. 





N. Y, ONTARIV) & WESTERN 4s 
A Switch Suggested 

New York, Ontario & Western Ref. 4s are 
considered fairly safe, but the chance for a 
market advance is somewhat remote. We 
favor a switch into Southern Pacific Conv. 4s. 
The convertible privilege of this bond is 
valuable and, comparatively speaking, we con- 
sider the security better than in the case of 
the bond you hold. 


PUBLIC UTILITY INVESTMENT 
Suggestions to an Investor 

Cities Service common is a semi-investment, 
and as a matter of fact, is not entirely a public 
utility. The company derives the bulk of its 
earnings out of oil operations. Although the 
common stock is in a somewhat speculative 
position at these levels, we consider the pre- 
ferred stock, also the company’s debentures, 
to be a suitable investment for the funds of a 
business man, with profit-making possibilities. 

We also favor American Light & Traction, 
Commonwealth Edison, Montana Power com- 
mon and preferred, and Utah Power & Light 
pfd. We also favor American Telephone stock 
and 6% convertible bonds of this company; 
also Hudson & Manhattan Ist Ref. 5s. We 
believe that funds distributed in this list would 


be safe, receive a very generous yield, and 
excellent chance for appreciation in the capital 
sum involved. 


COSDEN & CO. 
Its Bonds Attractive 

Cosden & Company has a total indebtedness 
of about $12,000,000, and the bonds are fol- 
lowed by stock issues well over $20,000,000. 
Obviously, if anything happened to the com- 
pany, such as default in its bond interest, the 
company would go into a receivership and the 
holders of the large stock issues would receive 
little or nothing. 

The company is a well managed one, and has 
assets which are valued in the neighborhood of 
about $40,000,000. The total current assets are 
somewhat over $10,000,000, compared with the 
current liabilities of about $7,500,000. Bond 
interest amounts to about $700,000 annually, 
while the operating income for last year was 
well over $9,900,000 after deducting operating 
expenses, normal taxes and interest. Even 
after depletion, war taxes, etc., the net income 
available for dividends on the common and 
preferred stock amounted to over $3,500,000. 
Upon the facts given, one is justified in con- 
cluding that the bonds are very well secured. 
Of course, the earnings depend upon oil op- 
erations, which are of a fluctuating character, 
but we believe that these bonds are a business 
—? risk and suitable for investment by the 
atter. 

We enclose a report on Cosden & Company 
taken from our Investment Letter, which will 
give you further details. We consider the 
common stock an excellent speculative invest- 
ment and the preferred stock an investment 
which yields about 834% and is apparently a 
bargain at 4. 


HIGH GRADE INVESTMENTS 
A List Criticised 

You have submitted to us a splendid list 
of investments, generally s ing, and we 
have little comment to make. 

However, instead of Pullman, we would sug- 
gest American Tel. Conv. 6s, or American 
Sugar for a long pull. Instead of B. & O. 
Conv. 4%s, we prefer C. & O. Conv. 4%s, and 
instead of Lehigh Valley Collateral 6s, we 
favor Southern Pacific Conv. 4s. 


TRACTION SECURITIES 
Discrimination Suggested 
For those who can well afford to assume 
the risk involved, as far as market action is 
concerned, some of the traction stocks might 
prove attractive for a long pull, as you will 
see on reference to the January 18 issue of 
the magazine. We believe, however, that pur- 
chases should be made with discrimination, as 
some are better fortified than others. or 
example, Hudson & Manhattan Ist 5s, Man- 
hattan Elevated; but we see no great induce- 
ment for Rt indiscriminate purchases of 
B. R. T., Third Avenue, Interborough Con. 


These are all a long way removed from divi- 
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dend and the loss in interest alone should be 
taken into consideration in purchasing securi- 
ties of this character. 





ROCK ISLAND PREFERRED 
Earning Its Dividends 
Chicago, Rock Island pfd., although some- 
what unseasoned as a dividend payer—it has 
only been on a dividend basis for about a year 
—is earning this dividend by a very wide mar- 
gin, and with the belief that the dividend is 
entirely safe, we believe you can safely hold 
your stock for an investment and better prices. 





WILSON & CO’S BONDS 

Short and Long Term Bonds Compared 

Wilson & Co. 1st Mort. 6s 1941 is, of course, 
a very high grade type of security, and al- 
though it was ommitted from Mr. Hammond’s 
article, it was either due to an oversight or 
because his list was considered sufficiently at- 
tractive without the inclusion of this bond. 

As a strict investment, we would sooner 
hold the long term issue than the ten-year con- 
vertible bonds, especially for trust bonds or 
investment surplus, which you desire to place 
very conservatively. The convertible bonds is 
more of a business man’s investment, and it 
seems to us that it would be a good idea to 
switch one-half of your bonds only into the 
ten-year convertibles. as 

Wilson & Co. is one of the promising pack- 
ing companies, and there are no factors of a 
disturbing character which hint at any danger 
in the security or interest probabilities over 
the next ten or twenty years. 





DIAMOND MATCH 
An Attractive 8 Per Cent Stock 

Diamond Match is a company that we had 
occasion to investigate some time ago, and it 
gives us pleasure to enclose a copy of the story 
that appeared in THe Macazine or WALL 
Srreet. If you keep a file of the magazine, 
you might return the enclosed story to us. 

We consider Diamond Match one of the 
most conservative s of investment, and 
consider its 8% dividend about as safe as any 
dividend can well be. We confirm that the 
financial standing of the company is the best in 
their existence. This we know. Whether a 
“melon” will be cut or not, of course, depends 
upon the sireciecs but even if the stock can 
only fortify its 8% dividend by an He apne 
earning power, and larger surplus, this st 
ought to climb gradually until the yield is no 
larger than about 6%, figuring it purely as an 
investment. It is not unlikely, of course, that 
with an increasing surplus as the years go by, 
the directors will do something to recognize 
stockholders, either by extra distributions or 
an increase with “rights.” 

We are much indebted to you for your 
suggestion and would say that we consider 
Diamond Match very attractive for an investor 
who is prepared to disregard market fluctu- 


ations, and to hold his stock for a long pull 
purely on such a basis. 

We consider National Biscuit another good 
common stock of a conservative character, 
with about the same rating as Diamond Match, 
also selling at an attractive price and yield. 
You are probably interested in this type. 





UNION CARBIDE 
Leader in Its Field 
Union Carbide is a rather closely held stock, 
and since the reorganization of the company 
it has not fully demonstrated its earning 
power. In spite of its policy of secrecy, the 
company is a remarkable organization, is ably 
and efficiently managed and is the dominating 
factor in its own line of industry. It may be 
depended upon to take advantage of all oppor- 
tunities in new fields and expand its market 
for regular products. It has ample financial 
sources at its command. We suggest that you 
hold your stock. 


THE CORN PRODUCTS SITUATION 
Its Securities Well Regarded 

Corn Products is not only a non-dividend- 
payer, but we believe that its present price 
partially discounts its possibilities marketwise. 
The company was favorably mentioned and 
discussed in the February 16, 1918 issue of 
the magazine, since which time the market 
price has risen from 34 to around 45-50. The 
company has put back a considerable amount 
of its earnings into the property and has im- 
proved the physical condition of its factories. 
The net working capital’ has also increased a 
considerable amount. 

As a semi-investment, it seems that although 
the market price has discounted most of the 
favorable factors in the situation, yet under 
favorable conditions, the price may go to a 
still higher level. This would depend some- 
what upon a declaration of dividend, which we 
are unable to predict. Perhaps dividend is 
being deferred till after the Sherman law dis- 
solution suit is finally disposed of. It will 
ctype! be dropped this year, judging purely 

y public sentiment, which has undergone a 
change towards alleged “trusts,” and public 
opinion is no longer insistent to the point of 
oppression without corresponding public ad- 
vantage. 

Corn Products pfd. is a good investment. 





FEDERAL SMELTING PREFERRED 
A Cheap Mining Security 

Federal Mining & Smelting pfd. is cheap as 
a 7% preferred stock, and the improving posi- 
tion of this company justifies present commit- 
ments. The stock has been on a 7% dividend 
basis since March, 1917, and there are 9% divi- 
dends in arrears. At current levels the yield is 
about 18% annually, and there is a possibility 
Coeont a the aerate may be paid off. The 
stock is selling at a low price because earnings 
have been unsatisfactory. The present buying 
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is based on what we believe to be a well 
grounded expectation of a substantial gain in 
earnings. The stock is selling low in its class 
and we believe that the investment will prove 
profitable if the shares are held for a few 
months. 





$20,000 IN TRACTIONS 
Some Are Attractive 

Before investing in traction securities named 
we suggest that you look over the articles in 
the last issue of the magazine. There are 
more secure investments on the list than those 
you name, although we see no great objection 
- — & Manhattan Adj. inc. 5s, or its 

st 5s. 

In place of Third Avenue Refg. 4s or I. R. 
T. 5s, we prefer Int. Agri. 5s or Colorado & 
Southern Refg. Extension 4%s. 

Regarding the investment of $20,000, we en- 
close a few samples of the Investment Letter, 
which will give you some other recommenda- 
tions. This, together with our bond articles, 
including the last issue, will give you all the 
suggestions you need. You will find an in- 
formative article in that issue. 

I. R. T. 5s are “close to the rails,” and a 
business man is justified in placing some of his 
funds in these. e suggest that you only pur- 
chase these bonds in view of the low price at 
which they are selling; and the fact that even 
in a reorganization they should not be dis- 
turbed. , y 

We agree that some drastic relief must come 
for the tractions, particularly I. R. T. and 
B. R. T. bond holders. 


THREE MINES COMPARED 
Cresson—United Eastern—Hecla 





Cresson has a good ore body, large reserves, 


and is a rich mine which is again in the de- 
velopment stage. Company has not blocked 
out large reserves, consequently the “life” of 
the mine is extremely difficult to estimate. The 
mine is an old one, and shows no signs of 
“petering out.” A mine of this kind can last 
for very many years, and we believe that 
Cresson will do so. The strongest banking 
interests are behind it and we have confidence 
in its future. i 

United Eastern is a desirable mining specula- 
tion, and purchases at present levels with sur- 
plus funds should be profitable to a holder 
prepared to stand by his commitments for at 
least one year, regardless of temporary fluctu- 
ations. The mine of the company is a new 
one and its possibilities cannot be accurately 
predicted at this time, but we favor this as a 
gold stock of exceptional merit. Margin of 
—- over dividends is liberal. _ 

H Mining has suffered decline due to 
fears that earnings will shrink through the 
peculiar operation of the war revenue tax law. 
The capitalization of Hecla is only $250,000, 
whereas profits for the past two years aver- 
aged $1,000,000 annually. This company will, 
under the ci show large “excess 


circumstances, 
profits” as compared with its “invested capital,” 


and will not be favorably situated so far as 
exemptions under the law are concerned. It 
is not altogether unlikely that a more liberal 
interpretation may be placed upon the law, in 
which event the market for the shares should 
improve. Even now intrinsic values are about 
the equivalent of $4, conservatively estimated. 





RAY-HERCULES 
Certain Rumors Discussed 

Ray Hercules has declined because since the 
new mill was erected the test has been dis- 
appointing. We believe, however, that the 
company has been running some low grade 
stuff through the mill for the purpose of test- 
ing out the plant, and certain rumors have 
come from the mine to the effect that the grade 
of the ore reserves is low. But outside infor- 
mation might be misleading, as the company 
is not yet endeavoring to show large earnings, 
but to place its enterprise upon a commercial 
basis. It also has labor troubles. 

We believe that ultimately all will work out 
to the advantage of stockholders, and we would 
say that Ray Hercules has also declined some- 
what in sympathy with the market as a whole, 
and when a better tone prevails, it should ad- 
vance with the others. 

Regarding the building of a smelter for 
Magma, we have seen reports on this but pre- 
fer not to express an opinion. 

Regarding rumors of shut-down of the mine 
—do not listen to rumors. Somebody might 
want cheap stock. 


THE FILM TANGLE 
Triangle Film is in a more or less hopeless 
position. The writer analyzed this company 
about a year ago, when the shares were selling 
around $1.50, and came to the conclusion that 
there was little chance for stockholders. He 
is still of the same opinion. We would not 
describe the shares as worthless entirely, but 
they are not worth much and the chances for 
a “come back” are very slender. It would not 
be wise, however, to sacrifice your stock as you 

would get little or nothing anyway. 








BUTTE & SUPERIOR 
A Long-Winded Affair 

Butte & Superior may come back eventually, 
but we are afraid that it is going to be a 
very tedious affair. We do not prefer this 
stock to Willys-Overland, common selling 
around 23-24 and paying $1 a share. The 
earnings position of Willys-Overland is such 
as to justify the belief that sooner or later 
the stock will be placed upon a dividend basis 
of $2 or $3, and from every angle, we con- 
sider it a more desirable investment than Butte 
& Superior, in spite of the ability of the latter 
to show some appreciation in the market over 
a period of time, due more to a technical 
market situation than any hopeful outlook for 
better earnings. 

The big uncertainties are its famous Min.- 
Sep. law suit, low metal prices, the drop in 
spelter, and no buying incentive. 
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The Two Pacifics—Union and Canadian 


Both Have Valuable Equities Outside of Their Railroad 
Properties—Union Showing the Better Earnings, 
But Canadian Having Greater Possibilities. — 
Financial Positions Strong 





By FREDERICK LEWIS 





COMPARISON between Cana- 
dian Pacific and Union Pacific 
is interesting for the reason 
that these two roads have sev- 
eral points in common. In the first 
ence their total capitalization is not 
ar apart, Canadian Pacific having a 
total capitalization of $632,000,000 and 
Union Pacific $677,000,000. See Graph. 
The common and preferred stocks 
of the two companies pay the same 
dividend rate, the common 10% and 
the preferred 4%. Another point of 
similarity is that both companies re- 
ceive large revenues from sources other 
than railroading. In 1917, for example, 
Union Pacific’s “other income” item 
amounted to $13,170,360, and in the 
same year Canadian Pacific’s “other 
income” was $10,713,299. 

Both companies are very rich in as- 
sets that do not come under the head of 
railroad property. Canadian Pacific’s 
“other income” comes principally from 
its steamship, hotel, telegraph and coal 
properties and dividends on its hold- 
ings of Minneapolis, St. Paul & S. S. 
M. Railway stock. 


At its incorporation the company re- 
ceived land grants from the Dominion 
Government of 26,710,400 acres, of 
which 6,793,014 were disposed of to 
the Government in 1886, leaving 19,- 
917,386 acres. Other large tracts were 
sold from time to time, so that at pres- 
ent it owns about 6,894,913 acres. The 
revenue that Canadian Pacific receives 
from the sale of these lands is not, 
however, included in its “other income” 
account, being treated separately.. In 
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1917 the company sold 789,055 acres, 
from which it realized $14,330,811, or 
an average of $18.16 an acre before de- 
ducting irrigation and selling expenses. 


Canadian’s Earnings 

One frequently hears the view ex- 
pressed that when Canadian Pacific’s 
lands are all sold, which at the present 
rate of sales would take about ten years, 
the company will not be able to show 
as good earnings for ifs stock. This 
is a mistaken idea, as cash received for 
this dand is not shown in the income 
statement, but only in the. balance 
sheet, where it has helped to swell the 
working capital of the company. In 
the year ended Dec. 31, 1917, Canadian 


— 


TABLE I—PRICE RANGE OF COM- 
MON STOCKS 
Canadian Pacific - Union Pacific 
High Low High Low 
a 
ea 1 1 
1003... 15894 13854 tose esi 
1904... 135% 109 117 71 
1905... 177 ssa 151% 113 








1906... 201% 15. 19 138% 
1907... 195 138 183 100 
1908... 180 140 184% 110 
1909... 1 165 219 1 
1910... 176% 152 
1911... 247 19 1 153 
1912... 283 226 17 150% 
1913... 266% 204 1 137% 
1914... 22044 153 1 112 
1915... 194 138 141 115% 
1916... 1 162% 1 

1917... 167 126 149 101 
1918... 17 135 137% 1 





Pacific earned 15.90% on its common, 
or ordinary stock as it is termed, com- 
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ring with 16.76% in the year ended 
_ 30, 1916. In 1916 its net income 
from land sales was $3,106,383. 

This “other income” item of Can- 
adian Pacific has increased greatly in 
importance in the past several years. 
In 1909, for example, it only amounted 
to $1,426,488, by 1914 it had jumped 
to $6,347,029 and in 1917 it broke all 
records with a total of $10,713,299. 
This latter amount is equal to a little 
over 4% on the common stock. None 
of this “other income” comes from the 
sale of assets as seems to be the im- 
pression with some people, it is all 
earnings from property, or interest 


high grade bonds and notes, many of 
which the company could turn into 
cash with very little trouble. Under 
these circumstances Union Pacific’s 
“other income” can be regarded as 
very secure against any sizeable de- 
crease, but, on the other hand, it is not 
likely to show any important increase. 
“Other income” for 1917 was equal to 
6% on the common stock of Union 
Pacific. Total income available for 
common dividends was equal to 
16.89%, as compared with 17.63% in 
the previous year. 

In one particular Union Pacific is 
very differently situated from Can- 
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/ SURPLUS AVAILABLE FOR DIVIDENDS. 





tYeors-ended June 30. Years ended Dec. 3i. 








% Also distribution of B.&0. Stock. 





and dividends on securities held. There 
is every reason for believing that 
“other income” will continue to in- 
crease from year to year, because it 
is in a way a measurement of the de- 
velopment of Canada. 


Union Pacific’s Earnings 


Union Pacific’s “other income” con- 
sists principally of dividends and in- 
terest on securities owned. Of the 
$13,170,360 “other income” reported 
in 1917, $11,113,531 represented income 
from securities held. A large part of 
Union Pacific’s investments represents 


adian Pacific and that is in the matter 
of Government regulation. Union 
Pacific only receives now the income 
that it gets under the Government 
Guarantee, no matter what its railroad 
earnings may be. It is estimated that 
the Government guaranteed railroad 
earnings of Union Pacific together 
with its “other income” will give a 
total equal to about 14.5% on the com- 
mon stock. Union Pacific was one of 
the few roads that showed a substan- 
tial improvement in earnings in 1918, 
its earnings running at the rate of 
about 20% on the common stock. It 
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is well, however, not to place too much 
importance on the earnings the United 
States roads have been showing since 





TABLE II—DIVIDEND RECORD 


Canadian Pacific Union Pacific 

Common Preferred Common Preferred 
1898... .. % 144% my Ia 
1899... .. 3% an a 
1900.. 3% 4 e ai 
1901-2 4 4 5 4 
1903... 2 a 54 a 
1904. . a 4 6 4 
1905... 4% 4 6 4 
1906. . 8 4 6 4 
1907-9. 10 4 7 4 
1910... 10 a 5 o 
1911... 10 a 7 a 
1912-13 10 4 10 7 
1914.. *12 4 10 = 
1915-16 8 4 10 a 
1917... 11% 4 10 S 
1918... 10 4 10 4 


*In July stockholders received special 
dividend of 12% on Baltimore & Ohio pre- 
ferred and 22%4% on Baltimore & Ohio 
common. 








the Government took hold, as traffic 
has been directed over lines that were 
the most convenient and as a result 
some roads were skimped and others 
unduly fattened. 

Canadian Pacific’s net earnings have 
shown a heavy falling off the past year 
because of the increased cost of opera- 
tion. There will also be heavy taxes 
to pay and as a result of these condi- 
tions it is not expected that the com- 
pany will do much more than show its 
10% dividend earned, with perhaps a 
small margin to spare. Under these 
circumstances the reader will prob- 
ably ask himself why it is that Can- 
adian Pacific common stock, on which 
the dividend was barely earned in 
1918, should sell thirty points above 
Union Pacific common, which earned 
its 10% dividend with a generous mar- 
gin over. The answer to this is the 
great faith that many investors 
throughout the World have in the 
future possibilities of Canadian Pacific. 
They are not buying on its present 
earnings, but on its possibilities. The 
road unquestionably runs through a 
territory capable of wonderful devel- 
opment. It spans the continent, tra- 
versing miles and miles of fertile land 





the development of which has scarcely 
been started. 
Financial Conditions 

Both companies are strong finan- 
cially. As of December 31, 1917, Can- 
adian Pacific had a working capital of 
$43,425,992, cash in hand amounting to 
the imposing total of $31,424,894. 
Union Pacific’s working capital, as of 
December 31, 1917, was $9,375,226. 
Since then, however, the latter sold 
$20,000,000 6% bonds, and its working 
capital now is probably not much be- 
low that of Canadian Pacific’s. In ar- 
riving at these figures of working cap- 
ital no account is taken of securities 
owned, with the exception of $6,245,300 
Liberty bonds owned by Union Pacific 
which is included: 

Union Pacific’s profit and loss sur- 

lus as of Dec. 31, 1917, totaled $124,- 
354,104 and its appropriation for addi- 
tions and betterments account, $20,- 
764,507 (which represents money put 
back into the property from earnings). 
The book value of Union Pacific com- 
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mon, therefore, is about $160 a share. 

Canadian Pacific’s surplus from 
operations as of Dec. 31, 1917, stood at 
$127,275,370 and its surplus in other 
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assets at $113,634,444. The book value 
of the common stock, therefore, is 
slightly over $190 a share. There is 
little question but that the capitaliza- 
tion of Canadian Pacific is conserva- 
tive. Total capitalization is $632,000,- 
000, whereas the cost of the company, 
as stated by Lord Shaughnessy in the 
1917 annual report, was $687,000,000, 
besides $31,000,000 worth of railways 
constructed before its formation by 
the Canadian Government and turned 
over to it, and $131,000,000 of money 
obtained from surplus earnings, land 
sales, etc., expended on the property 


stock now give. The explanation of 
the relatively high price that Canadian 
Pacific common commands lies in the 
big equities behind it and the great 
possibilities for future development of 
the territory which its lines traverse. 

Union Pacific common at present 
prices of around 126 yields approx- 
imately 8%. The dividend appears to 
be very secure, as under the Govern- 
ment guarantee of earnings the com- 
pany will receive about 14.5%. Either 
stock can be regarded as an attractive 
business man’s investment, although 
under present market conditions it is 





TABLE III—TRAFFIC STATISTICS 





Canadian Pacific Union Pacific 

‘ 1917 1916 1917 1916 
Revenue, Pree I oe sos enna WG 31,198,685 30,168,798 23,874,511 21,627,160 
Aver. Train Load (Tons)................ 538.85 519.42 498.23 503.73 
Aver. Revenue Per Ton Per Mile (cents). 0.698 0.648 0.851 0.856 
Passengers Carried ...................:; 15,576,721 15,577,652 9,315,764 8,019,647 
Aver. Revenue Per Passenger............ $1.93 $1.72 $2.71 $2.51 
Capitalization Per Mile ................. $50,314 $48,629 $56,794 $58,668 








and written off without being capital-_ 
ized, so that the system represents an 
outla outlay of $849,000,000, or upwards of 
a mile comparing with a cap- 
eee of $50,314 a mile. 
Position of Securities 
At present prices of around 156 
Canadian Pacific common yields the 
investor 6.4%. In view of the fact that 
the dividend in 1918 was earned with 
but a small margin to spare this would 
seem a small yield, compared with the 
yield that other high grade railroad 


not unlikely that the opportunity may 
be presented to purchase at somewhat 
lower prices. 

The preferred stocks of Canadian 
and Union are both 4% non-cumula- 
tive. Union Pacific preferred at pres- 
ent price yields 5.5%. It is a sound in- 
vestment issue. Canadian and Union 
Pacific bond issues are very high grade. 

The recent ten year 6% bonds issued 
by the latter company are secured by 
collateral having a market value of over 
$25,000,000. At present prices-of around 
103 they are an attractive investment. 





WARNING AGAINST SHALE-OIL FRAUDS 


AN H. MANNING, director of the 
United States Bureau of Mines, has is- 
sued a warning to the public sty, and the 


National Vigilance 
ciated Advertising “Clubs af the World, ate 
has been waging relentless war against the ad- 
advertising of investment frauds, has issued 
a warning to newspapers and other advertis- 
ing mediums, and to the public, suggesting the 
greatest caution in relation to such invest- 
ments. 

It is a scientific fact that oil can be ob- 
tained from shale, says the warning from the 


advertising clubs, but many of the compan- 


ies that are being promoted are stressing large 
and quick dividends, and are otherwise adver- 
tising in a manner such as to deceive inex- 
perienced investors. 

Mr. Manning declared in a recent statement 
that experience is as necessary to the success 
of this business as to any other, and showed 
that many of the more active companies have 

by people who know little or 
nothing of the business. Very large sums are 
necessary to the development of shale oil 
properties, Mr. Manning says. Shale oil can- 
not promise large immediate returns on small 
investments. 




















Assets Behind U. S. Rubber Common 


How Rubber Industry Has Grown With the Automobile 
Industry—Company Producing Its Own Crude in the 


Far East—Millions Put Bac 


in Property From 


Earnings—Dividends On Common Near 





By RALPH: CARMICHAEL 





decade is well known by every- 

body, but it is, perhaps, not so 
well known what enormous strides for- 
ward the rubber industry has made in 
the same period. Ten years ago the 
consumption of rubber in the United 
States was 27,000 tons, whereas in 1917, 
it was 177,000 tons, an increase of 
660%. The greater part of this in- 
crease was due to the extensive use of 
rubber in the automobile industry. In 
1917, for example, of the 350,000,000 
tbs. of rubber consumed in this country, 
250,000,000 or five-sevenths was used 
by the automobile trade. 

The rubber business is a typical United 
States industry, as this country manu- 
factures approximately 70% of the rub- 
- ber products used throughout the 
world. When the demand for crude 
began to increase with the development 
of the automobile business, it was a 
serious question as to where the supply 
was to come from. Brazil and Africa 
were supplying nearly all the crude rub- 
ber ten years ago, whereas today this 
so-called “wild rubber” supplies only 
about 15% of the world’s demands. 
The balance comes from the far East 
in the form of cultivated or plantation 
rubber, 


Sumatra Plantations _ 


Several years ago the management 
of the United States Rubber Co., fore- 
seeing the big increase in the demand 
for crude rubber that was bound to 
come decided to go into the production 
of crude rubber itself and purchased 
some 80,000 acres of land in the Island 
of Sumatra, Dutch East Indies. About 
half this acreage has been used, 4,000,- 
000 to 5,000; trees having been 


7 HE rapid development of the 
"T automobile industry in the past 


planted. While the management does 
not care to give out any figures as to 
what profits have been realized from 
this investment, it is understood that 
in 1917 earnings were up to expecta- 
tions and that 1918 earnings showed 
a improvement over those of 


In 1917 the United States Rubber 
Plantations, Inc., was formed with 
$10,000,000 preferred stock and $20,- 
000,000 common stock. This company 
is a subsidiary of the General Rubber 
Co. (United States Rubber Co. owns a 


——-. 


TABLE I—UNITED STATES RUBBER 








EARNINGS 
Surplus Surplus 

for after - 

Net Sales Dividends Dividends 

*1909.... $31,889,000 $4,507,000 $1,008,000 
*1910.... 38,711,000 6,135,000 2,560,000 
*1911.... 40,888,000 4,340,000 549,000 
*1912.... 36,775,000 5,300,000 750,000 
*1913.... 91,782,000 7,544,000 1,744,000 
71914.... 83,678,000 8,091,000 945,000 
41915.... 92,861,000 8,696,000 3,220,000 
71916.... 126,759,000 11,226,000 6,271,000 
T1917.... 176,159,000 15,340,000 10,358,000 


*Years ended March 31. 
tYears ended Dec. 31. 








majority of the stock of the General 
Rubber Co.) and controls the eastern 
plantations. A further expansion of 
these properties is planned and as the 
young trees mature the production of 
rubber proportionally increases. This 
is an important enterprise that United 
States Rubber has gone into and should 
prove a steadily increasing source of 
revenue to the parent company. 

The accompanying table shows what 
remarkable progress United States 
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Rubber has made in recent years, net 
sales rising from $36,775,000 in 1912, to 
$176,159,694 in 1917. Surplus available 
for dividends advanced from $5,300,- 
989 in 1912 to $15,340,577 in 1917. A 
rather remarkable fact is that in 1912 


the company paid out $750,000 in com- 


mon dividends, whereas in 1917, al- 
though the surplus was nearly three 
times larger, no common dividends 
were paid. This conservative dividend 
policy has naturally put United States 
Rubber in a much stronger financial 
position. Table II shows how its 
working capital has grown. This table 
also explains why the company has 
been so conservative on the question 
of dividends. It will be noted that 
while working capital was three times 
greater in 1917 than in 1912, ratio of 














TABLE II—UNITED STATES RUBBER 
PRICE RANGE OF STOCKS 


Common 1st Preferred 
High Low High Low 
1901....... 34 12% 85 47 
1902....... 195% 14 64 4914 
1903....... 19% 7 58 30% 
1904....... 34% 10%4 100 41 
58% 3334 118% 983% 
1906....... 5914 115 10434 
1907....... 4; 13% 109% 61% 
1908....... 37 17% 108 76 
1909....... 575% 27 12334 98 
52%, 27 116% 99 
| SS 48t4 30% 115% 104 
ES toariiea 6774 45% 116 10554 
es bene ci 6914 51 10934 98 
1914....... 63 4414 10454 95% 
1918....... 743, 44 110 101% 
SRE 703% 47% 115% 106% 
faa 67 45 11434 91 
1918....... 8014 51 110 95 





working capital to net sales was 
smaller, illustrating the fact that 
United States Rubber has needed 
all its surplus earnings to take care of 
the enormous expansion in its business. 

In 1917, United States Rubber earned 
28.83% on its common stock, compar- 
ing with 17.75% earned in 1916. For 
the first six months of 1918, 21.6% was 
earned on the common stock, which is 
at the rate of 43.28% for the year. 


Costs were probably considerably 
higher in the second half of the year, 
so that earnings were probably lower. 
It is conservative, however, to estimate 
thirty dollars per share as the earnings 
on the common stock for the full 1918 
year. In the three. years 1916-1918, 
therefore, the company showed a sur- 
plus equal to 80.43% on the common 
stock, none of which was paid out in 
dividends. In other words if Rubber 
Common was worth nothing three 
years ago it would now have assets be- 
hind it equal to more than its present 
market price. 


Assets Behind U. S. Rubber Common 


Assuming that Rubber Common 
originally represented nothing but 
water, assets behind it now are equal 
to about $130 a share. Another point 
to consider in analyzing the position 
of the common stock is the fact that 
the amount outstanding is only $36,- 
000.000, as compared with a total capi- 
talization of $169,725.800, consisting of 
$71,600.000 bonds, $61,125,800 preferred 
and $36,000,000 common. The pre- 


ferred stock is limited to 8% and the _ 


bonds are principally 5% issues. It 
can be seen, therefore, that the in- 
creased earnings of the company is 
all for the benefit of a relatively small 
percentage of its total capitalization. 
It works out this way. Suppose in a 
certain year the company earns 10% 
on its total capitalization, that would 
be equal to about 24% on the common 
stock, after allowing for interest on 
bonds and dividends on preferred. 
Suppose in the next year the company 
earns 12% on its total capitalization, 
that would be equal to 34% on the 
common stock. : This puts the common 
stock in a very strong position. 

In Trade Tendencies section of this is- 
sue of THe Macazine or Watt Street, 
Mr. Samuel P. Colt, chairman of the 
board of directors of the United States 
Rubber Co., gives his views as to the 
outlook for the rubber company. A 
period of only temporary activity is 
looked for by Mr. Colt. Crude rubber 
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from the South and East will come in 
as shipping facilities increase and this 
will naturally decrease the og of the 
product. As of June 30, 1918, United 





TABLE III—U. S. RUBBER—RATIO OF 
WORKING CAPITAL TO NET SALES 


Wor Net 

Capi Sales * Ratio 
| | a $27,371,805 $40, 724 66.9% 
Wh aa as 28,995,769 36,775,947 788 
3013......< 46,065,464 91,782,862 50.2 
1914...... 43,160,485 83,678,812 51.6 
| aa 47,572,459 92,891,016 51.2 
AR 49,325,119 126,759,129 38.9 
) 83,927,586 176,159,694 47.6 











States Rubber carried an inventory of 
$76,760,203, about two and one-half 
times the inventory carried before the 
war. It is likely, therefore, that the 
company will have something to write 
off for depreciation of inventories, but 
this should not be unduly large as the 
greater part of this inventory will un- 
doubtedly be turned into the finished 
product and sold before there is any 
important decline in the price of these 
products. 

United States Rubber is the largest 
consumer of crude rubber in the world. 
Its principal products are rubber boots 
and shoes, automobile tires of all de- 
scriptions, rubber belting and many 
other articles in which rubber is used. 
Its subsidiary, the United States Tire 
Co., acts as selling agent for its four 
tire concerns, “Continental,” “G & J,” 
“Hartford” and “Morgan & Wright.” 


Position of Stocks 

At present prices of about seventy- 
seven United States Rubber common 
is selling below its intrinsic value. The 
company is in the strongest financial 
position in its history and cash in bank 
for the first time since its organization 
largely exceeds the floating debt, so 
that dividends on common can be 
started at any time. 

The company has in no uncertain man- 
ner demonstrated its large earning power 
under favorable conditions, so that the 















































stock unquestionably has very attractive 
possibilities as a long pull investment 
for profit. On the other hand, more or 
less uncertain conditions now face the 
company. These may cause a reduction 
in the large earnings that have been 
shown since the war, and may result 
in temporarily lower prices for the 
stock. 

The preferred stock is an 8% non- 
cumulative issue. For the ten years 
ended December 31, 1917 earnings 
have averaged 15.72% per annum on 
the yield is 7.3%. The dividend on 
this issues appears to be very secure 
and the stock can be regarded as an at- 
tractive business man’s investment. 

United States Rubber Ist mortgage 
5s mature January 1, 1947, they sell 
around eighty-six. The 7% notes ma- 
ture in October, 1923, and sell around 
103. Both these issues can be regarded 
as high grade investments. The work- 








TABLE — S. RUBBER—DIVI- 





END RECORD 
— Preferred Common 
bin dchueeasts 8% ae 
Dads oSpekes 0 6 2 
ot ss «skein es 8 ye 
1899-1900........ 8 2 
ds» ase edhaoe 1 ve 
DN ar Sp en 
i theese. bagn we 44 
SS itnihy'meniwwe 7% 
ME caculneee 6 8 
ee 8 1 
SN cs. cab sves . +4 
eR tote o oe 8 5% 
Di ivavesewens 8 6 
SE 8 3 
0 ieee: 8 
Dee Weaedsests #2 ad 
+Also 20% > common stock. 
*Up to Feb. 


Second a al paid dividends of 6% 
from 1905 to date. There is only about 
$400,000 of an original issue of $10,000,000 
still outstanding. It was exchanged for Ist 
preferred in 1912, on the basis of 3 of 
lst preferred for 4 shares of 2nd preferred. 











ing capital of the company is several 
millions in excess of the total bonded 
debt. 





“Pop, tell me one thing, will you?” “What’s that, son?” “Do people pay 





their telephone bills with call money ?”—Baltimore American. 


















Intimate Talk to Investors 
What Are the Chances That You Will Die Rich? 





By RICHARD D. WYCKOFF 









HIS question was suggested by a 
perusal of the first chapter of 
rm Mr. George E. Barrett’s series 
on “How to Invest.” If you will 

look over the text of this on page 1029 


in our issue of October 12, 1918, you will 
find it interesting food for thought. 


At the outset let me say: From the 


mathematical standpoint your chances 
are very poor indeed. But perhaps I 
should modify that statement, because 
you are a reader of THE MAGAZINE OF 
Watt Street and on this account you, 
and the other readers, stand in a class by 
yourselves. 

Mr. Barrett submits a very interesting 
compilation by the American Bankers’ 
Assocjation and various life insurance 
companies, giving the life experience of 
one hundred average men who begin life 
without resources. I have reproduced 
this in a graph, because it is more 
understandable and convincing in that 
form. 

At the age of thirty-five, after passing 
ten years of their business experience, we 
find that out of one hundred men, five 
are deceased, thirty-five have not im- 
proved financially, while sixty out of 
the hundred are in an improved financial 
condition, ranging from moderate re- 
sources to wealthy. 

It is an old saying that it is easier to 
make’ money than to keep it, and the 
graph proves this to be a fact, because at 
the age of forty-five we find that only 
four out of the hundred are wealthy, and 
that sixty-five out of the eighty-four then 
living are es but have no 
other resources. ese figures would 
seem to fully bear out the old adage. Just 
think of it—out of sixty men, of which 
forty at the age of thirty-five had mod- 
* erate resources, ten were in good circum- 
stances, and ten were wealthy, only four 
remain that may be regarded as wealthy, 
and none of the others have any re- 
sources except their weekly salaries. 


' From twenty-five to thirty-five they 


made money, but from thirty-five to 
forty-five they were not able to keep it. 
How I wish that every business man at 
the age of twenty-five would begin to 
study the Science of Investment so that 
by the time he has accumulated a com- 
petency he will know how to invest it 
wisely. 

All sorts of traps are laid for those 
who have money. A thousand mice nib- 
ble at every man’s fortune. It seems that 
while he has youth and enthusiasm, cir- 
cumstances favor him, but as the ma- 
jority in their earlier business years have 
received no training whatsoever in the 
care and investment of money, they are 
unable to retain their foothold on the 
fortunate side of life. By the age of 
forty-five, 15 per cent are not self-su 
porting, and 65 per cent have practically 
no resources. 

This is really an appalling situation, 
but it grows worse by the age of ya 
five. Only eighty now remain out of the 
original hundred, and of these thirty men 
are more or less dependent upon their 
children, their relatives, or charity. 
Forty-six, or over half those living, have 
been unable to accumlate anything. Only 
four are either rich or in good circum- 
stances. 

At the age of sixty-five, out of sixty- 
four living, fifty-four are dependent, and 
only six are self-supporting. 

However, the worst situation of all is 
found in the statistics at the age of 
seventy-five. Out of sixty-three who 
have died, only three left any estate what- 
soever; thirty-four are now absolutely 
dependent upon their children, their rela- 
tives or charity. 

Out of the original one hundred men 
only five left enough in their estates to 
cover their funeral expenses. 

Such is the history of these hundred 
ave men, and the percentages repre- 


- sented at these different ages show you 


just what the chances are that you will 
die rich. 


(638) 
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Does not this make you stop and think? 
Do you not see how absolutely vital 


' it is that you should not only learn how 


to make money, but how to keep it? 
Note that out of the four men who 


this graph which indicates that when a 
man reaches the age of forty-five, and 
has by that time learned to take care of 
his money, he retains it for the balance 
of his life. There is no doubt at all 








= 





OUT OF ONE HUNDRED MEN 


AT THE AGE OF 25 





One hundred men, at the threshold of life- healthy, vigorous, of good mental ond physical 
capacity— but with no means of supporting themselves except their own ability. 





AT THE AGE OF 35 

















be 35 
Have not improved financially. 





40 a 
Moderate Resources Wealthy. 









































AT THE AGE OF 45 
i6 5 65 4 
Dead Self suppering} Still working & self supporting,but no other resources. thy 
AT THE AGE OF 55 
30 4 
neod | Mererles deed en chl- Tn war fi i cath ccm 
dren, relatives or charity work for Ining ‘Te 
AT THE AGE OF 65 
36 54 6 i4 
Dead Dependent on children, relatives or charity. 
AT THE AGE OF 75 , 
63 34 5 
Dead , of which 60 left no estate. Dependent on children, relatives or charily 








Qut of the original 108 only 5 left enough fo cover Funeral expenses. 














were wealthy at the age of forty-five, 
there were still four at fifty-five and 
sixty-five, but at the age of seventy-five 
that had been reduced to three. Pos- 
sibly this is through death—the figures. 
do not show—but there is something in 


that his length of life is greatly increased 
by the fact that he is in easy fini 
circumstances and can supply himself 
with the comforts of life and not be sub- 
jected to the thousand worries that cut 
many off in their prime. 
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The lessons which we must draw from 
these authoritative statistics are these: 
Learn how to keep your money, once you 
have made it. Study this problem just 
as you study the other problems in your 
business. 

Why go through all the thousand mo- 
tions necessary to accumlate money, and 
then in the later years of your life, when 
you need it most, see it drift away from 
you, or be wheedled away from you by 
persons who have more interest in their 
own pocket than in your welfare? 

And it is important that you learn how 
while you are in your most vigorous 


years, because the lesson will then be 
indelibly impressed upon 
last the balance of your life. Do not 
leave it until old age, because by that 
time. your judgment will not be half 
so good. 

If you have sons at the age of twenty- 
five or older, insist upon their learning 
their investment lesson so that they, too, 
will be fortified against the dangers that 
beset a man with money, and so that they 
and their families may be placed in a 
different position from the ninety-five out 
of one hundred who did not leave enough 
to cover their funeral expenses. 








American Sugar and Cuba Cane 


Earnings and Prospects — Cuba Cane’s 1919 Crop — 
American Sugar’s Beet Sugar Holdings 





By JOHN MORROW 









O far the sugar industry, in con- 
S| trast with others of the country’s 
eee great industries, operates on a 
—— “control” basis; that is, the price 
restrictions imposed by the Government 
still regulate the activities of refiners and 
manufacturers of the raw product. In 
one sense this may be advantageous to 
the interests involved in that they know 
definitely what the market will bring for 
their outputs, and to some extent at least 
may govern themselves accordingly. 
There are two sugar companies that 
always command public attention, and 
their position is tnost interesting at the 
— time. They are the Cuba Cane 
ugar Corporation and the American 
Sugar Refining Corporation. Cuba Cane 
is the largest manufacturer of raw sugar 
in the world, and American Sugar the 
largest refiner. 
Cuba Cane 
Capitalization of Cuba Cane consists 
of _ $50,000,000 7% cumulative con- 
vertible preferred stock, upon which 
dividends have been paid regularly since 
the organization of the company, and of 
500,000 shares of common stock of no 
par value. At the time the company was 
incorporated, the preferred stock repre- 
sented dollar for dollar, money paid in 


for factories and lands. The common 
stock might be said to have represented 
hopes of future earning power. Since 
incorporation, Cuba Cane has spent $10,- 
000,000 for the acquisition of new prop- 
erties, and about $15,500,000 for im- 
provements, so that the total property 
account as of September 30, 1918, the 
end of the last fiscal year, stood at $75,- 
290,448. 

Net profits have not kept pace with 





TABLE I—CUBA CANE SUGAR’S 
WORKING CAPITAL 


WIG icc e eos cccccccvccceses $4,717,541 
WORT. acseucddccccessvicastase 3,819,787 
WDID ncn cas cecsccccccccsccccoucs *2,035,580 





*Excess of current liabilities over assets— 
i. e., deficit in working capital. 





property additions, and as one result the 
company’s cash position or working capi- 
tal has been seriously depleted, as refer- 
ence to Table I will show. The balance 
sheet as of September 30, 1918, showed 
bills payable of $12,000,000 and directors 
have decided to capitalize this floating 
debt by the creation of a mortgage. At 
this writing it is believed that the amount 


u and will — 
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of the mortgage will be $25,000,000. 
(Since the foregoing was written the 
company has announced that it will 
issue $25,000,000 bonds.—Ed.) Prob- 
ably securities sold will take the form of 
long term bonds. Heretofore the com- 
pany has had no funded debt, and the 
creation of one will serve to move the 
two stock issues somewhat further away 
from earnings. 

Cuba Cane has reported earnings for 
three full fiscal years, and in that period 
has shown a total of $26.24 a share 
earned on the common stock. The last 
fiscal year, ended September 30, 1918, 
was the worst from a net profit stand- 
point. Only $1.25 a share was returned 
on the junior stock. Table II shows the 
bags of sugar “made” each year by the 
company, and the prices received per 
pound for the product. 

The margin of profit has been shrink- 
ing until in the last fiscal year it was 
about 0.63 cents compared with 1.36 
cents the first fiscal year of operation. 
Higher wages, increased taxes, higher 
costs of supplies are the reasons given 
for the somewhat disappointing results. 

It will be noted that the company ex- 
pects to “make” at least 4,000,000 bags 
in the current year. It may be known 
that grinding season in Cuba normally 
starts in December, and lasts until spring, 
the date of termination largely depending 
upon weather conditions, and the supply 
of labor. Labor conditions in Cuba has 
never been altogether satisfactory, and 
are not so now. Laborers there have 
been affected no less than workers the 
world over. 

- Ever since Cuha Cane began business, 
the possibilities of dividends upon the 
common stock have been actively dis- 
cussed, and the showing for the past 
fiscal year together with the financing 
about to be done has completely checked 
the talk of such payments. When the 
annual report was published, the com- 
mon stock was selling around 30, and 
the small earnings for the year were 
reflected by a drop of about 5 points in 
the stock. It may be, that there will be 
a further decline, but at a level around 
20 there would seem to be speculative 
possibilities in the purchase of th 
shares. , 
Tt must be remembered that the com- 





pany expects to make at least 4,000,000 
bags of sugar this year, and for this it 
will receive nine-tenths of a cent per 
pound more than the price received for 
last year’s crop. The 1918-1919 crop 
has been sold to The United States 
Sugar Equalization Board at basic 
prices of 5.50 cents f. o. b. North Side 
ports and 5.45 cents South Side, which 
is .90 cents per pound increase over last 
year. 

Assuming that the company will save 
a substantial portion of the increase for 
net, and assuming the sales will total 
the anticipated amounts, it would appear 
as if results for the fiscal year ending 
September 30 next would be decidedly 
more encouraging than the results for 
the past fiscal year. The graph illus- 











SUGAR EARNINGS 
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tYears ended Dec. 31. #Yeors ended Sept.30. 


¥Also includes period Dec. |, to Dec.51, 1915, 
Company incorporated Dec. 1915. «| 














trates Cuba Cane’s earning position since 
organization. 
American Sugar’s Good Earnings 
American Sugar Refining, operating 
under the restrictions imposed by the 
Government, has enjoyed earnings that 
must have been most satisfactory to 


shareholders. In the years 1914 and 
1915 total earnings per share on the 
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$45,000,000 common stock were $7.89, 
while the total for the two years suc- 
ceeding were $38.55. American Sugar 
common has paid dividends of 7% an- 
nually since 1900, although in some 
years the company has had to dip into 
accumulated surplus in order to make 
payments. In 1918 stockholders re- 
ceived, in addition to the 7% dividend, 








TABLE II—CROPS MADE BY CUBA 
CANE COMPANY 





Production 
Earnin: gs Cost 

Bags perLb.  perLb. 
1915-16 .... 3,174,168 4.112c 2.748¢ 
1916-17 . 3,261,621 4.479c 3.431c 
1917-18 .... 3,613,325 4.63 c 3.998c 
Se” .cc Se =  dwtes “CAs 

*Estimated. 














extra payments totalling 3%, payable in 
quarterly instalments of 3% of 1%, the 
last of which will be paid April 12, 
1919. In the graph is indicated earn- 
ings for past several years. 

American Sugar refines about 30% of 
the sugar consumed in the United States, 
and since 1913 its export business has 
assumed formidable proportions. The 
total exports of refined sugar from the 
United States in 1913 were only 23,112 
tons, while in 1917 the total was 451,221 
tons, of which American Sugar exported 
139,852 tons. Our largest customers 
have been Great Britain and France, and 
the devastations wrought in the French 
beet district, and the shutting off from 
the world of the German and Austrian 
supplies have been the reasons for the 
big jump in exports from this country. 

Aside from the growth of the export 
of sugar, the features that has attracted 
much attention to American Sugar in 
the past few years is the company’s in- 
vestments in the stocks of domestic beet 
sugar companies. Table III gives a list 
of the holdings and the valuations placed 
thereon by the company. 

It is well grounded opinion, however, 
that instead of being worth slightly over 
$10,000,000, the amount at which they 
are carried on the books, these holdings 
are worth nearer $30,000,000. American 
Sugar’s balance sheet as of December 
31, 1917, the last one available, showed 


“investments, general” of $24,782,541. 
Included in this are the beet sugar hold- 
ings valued at $10,000,000. If instead 
of $10,000,000, the valuation of $30,- 
000,000 should be accepted, American 
Sugar’s total investments would have 
a value almost equal to the par of 
$45,000,000 7% cumulative preferred 
stock. 

Another strong point in connection 
with American Sugar is the strong cash 
position. Table IV gives the working 
capital over a period of years. _ Included 
in the working capital as of December 
31, 1917, is over $40,000,000 cash, 
whereas as of December 31, 1916, this 
item totalled $22,717,454. 

In the year 1917 the company’s in- 
come received from investments was $3,- 
129,949, or more than enough to pay the 
7% dividend upon the $45,000,000 pre- 
ferred stock. In addition interest on 
loans, etc., netted $1,000,000, equal to 
over 2% upon the $45,000,000 common 
stock. Operating profits of $10,055,291 
resulted from a gross volume of busi- 
ness which exceeded $200,000,000. There 
has been an increase in competition in 
the sug:r industry brought about by the 
abnormal condi:‘ons of- war period, but 
yet American Suy.: has not been in the 


TABLE III—AMERICAN SUGAR RE- 
FINING’S BEET SUGAR HOLDINGS 


Shares Company’s 
Owned Valuation 


Alameda Sugar .......14,850 $352,375 











on ane = 4,154 505,440 
. Western Sugar pfd.51,572 | 

Gt. Western Sugar com.36,496 / 4,052,287 
Iowa Sugar Co>....... 4,165 405,650 


Michigan Sugar pfd... .20,438 . 
Michi Sugar com. ‘fr's7a} 2,316,958 


Speckles Sugar Co..... 25,000 2,450,000 
, he wary apes, Saree) VE. $10,082,710 





position of having been forced to make 
large plant extensions, or to increase in- 
ventories to the point of unwelcome in- 
flation. In connection with this point, 
it may be mentioned that there is excess 
refining capacity in the United States 
sufficient to export 1,000,000 tons of 
sugar without domestic embarrassment. 


Position of Preferred Stocks 
American Sugar Refining Co. 7% 
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cumulative preferred stock stands as 
one of the representative industrial pre- 
ferred issues, and is entitled to high 
position in the investment stock class. 
The dividend has been paid regularly 
since the organization of the company 
in 1891. Annual average earnings on 
the $45,000,000 outstanding stock over 
the past ten years have been above 
16%. The stock is in effect, a first 
lien upon earnings, as the company 
has no funded debt. 

While Cuba Cane Sugar has been 
able to pay regularly the 7% dividend 
upon its $50,000,000 cumulative pre- 
ferred issue since the inception of the 
company, the stock is not yet entitled 
to a sound investment rating. In the 
three fiscal years of operation, average 
annual earnings upon the issue have 
been about $15.75 a share, but in the 
fiscal year ended September 30, 1918, 
the surplus for the preferred was only 
$8.25 a share. This comparatively 
poor showing may have somewhat 
weakened the position of the issue, 
and in addition the issuance and sale of 
bonds will place the stock further away 
from earnings. However, the stock, 
which is at present selling on about a 
9% yield basis, is in a position to benefit 
by the expected improvement in the 
company’s position, and has considerable 
possibilities from a  semi-investment 
standpoint as it approaches 20. 

American Sugar common is taken for 
granted as a 7% stock, but interest lies 
in the ability of the company to continue 
the extra payments started in 1918. The 
stock cannot be regarded as a 10% 








TABLE IV—AMERICAN SUGAR’S 
WORKING CAPITAL 


Dec. 31 

ARPS ere ee See $36,492,082 
EN st in ds des Su v6 weap ces 39,274,489 
SNCS s 25am tuk e 0s Chis <0 a.c 36,125,176 
8 TR ary ee EE epee 40,355, 
SE EG. sds ae Gow ens eac tkO<es 45,739,025 















dicate that further extra payments ‘this 
year are quite within/the range of pos- 
sibilities. Shortly refinets a Suen 3 
to sign contracts w margin 
between the prices o ody | ‘refined® 
sugars will be 1.54 cen und. The’ 
contract of a year ago sete margin at 


1.30 cents and the increase is 

increased costs of refining sugar. 
Profits of the refiners in 1918 are not 
believed to have been as large by a 
measurable margin as in 1917, and esti- 
mates have been made that American 
connos 20 From his were between about $6,- 
rom this source. It is expected, 











issue, but the strong all around position 
of the company, and the belief that, the 
world condition of the sugar trade is 
such as to make the position of the 
American industry enviable, serve to in- 


EARNINGS ON COMMON 
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however, that the company’s returns 
from its investments and from interests 
on loans and bank deposits will be larger 
than in 1917, when the items were above 
$4,000,000. In that year depreciation in 
the market value of some of the securi- 
ties owned was charged against income, 
an accounting feature that probably was 
not repeated in 1918. It will be remem- 
bered that 1917 was a year of falling 
values all around. 

All facts taken into consideration lead 
to the conclusion that American Sugar 
common is in an excellent position and 
has features and possibilities which must 
commend themselves both to the trader 
and to the “specvestor.” 
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Trade Tendencies 
As Seen by Our Trade Observer 





The average investor has neither the time nor the opportunity to follow 
developments in the various industries, although such developments at times 
are of vital importance in the consideration of the long range prospects for 
securities. This Department will summarize and comment upon the 


cies in the more important trades as expressed in the authoritative trade 


general 
price of the securities representing that industry the reader should not re- 


gard these Trade Tendencies 
ments, but merely as one of many 
at a conclusion.—Editor. 


tors to be considered before arriving 





Steel 


When and Why Prices Will Come 
Down 


Assuming that there will be a further re- 
duction in steel prices, the trade is inter- 
ested in determining when this reduction 
will be brought about, and its cause. In 
the meantime, those outside of the trade 
and not a few in it, are wondering at the 
optimistic statements vouchsafed by lead- 
ing steel authorities. From time to time, 
reassuring statements crop up, most of 
them predicting great prosperity. When 
these views are analyzed, however, it is 
found that most of them deal in general- 
ities and refer to the distant future. Re- 
cently, Mr. J. L. Replogle, who controled 
the entire steel and pig iron industry dur- 
ing the war, stated that prices for pig iron 
and steel would reach levels from 10 to 
15% higher than those prevailing. He 
bases his optimistic views on the demand 
from a countries. Taking a long range 
view, Mr. Replogle may be right, but it is 
hard to see how there can be a revision up- 
ward of prices in the near future, in face of 
existing conditions. 

The market at present is dull, bordering 
on stagnation. Many of the mills are 
now operating between 65 and 70% of 
capacity. The only demand apparent is for 
miscellaneous consumption and does not 
represent staple investment. 


Why Prices Will Be Reduced 


Such reductions in steel prices as have 
already been made are due partly, of course, 
to the natural tendency to reduce prices to 
a level where business can be done, but the 
majority of reductions are largely for the 
purpose of making adjustments under old 
contracts. 

Pig iron production in December was at 
the rate of 40,800,000 tons a year, and this 
continued high output has led many people 
to believe that there is an equivalent de- 
mand, but the facts are that blast furnaces 
were speeded up to such a terrific pace in 
October and November to meet the ever 


increasing war demands that the momen- 
tum thus acquired kept them going through 
December. As a result, there has been a 
lot of high cost iron added to the already 
plentiful supply. 


When 


Trade conditions at present, summed up, 
are about as follows: No buying demand is 
developing, investors refuse to come into 
the market at these prices and practically 
the only shipments being made are on old 
orders. Under the circumstances, it will be 
relatively easy to maintain prices as there 
is no incentive to cut. Such a condition, 
according to the best authorities, is likely 
to prevail for about three months. Mills 
should be able to operate at between 55 
and 65% of capacity to fill old contracts, 
and the adjustments of price that are made 
between the mills and their customers will 
have the effect of steadily reducing the 
asked prices. The momentum of this busi- 
ness having been carried the estimated 
three months, holders of contracts are 
likely to again become dissatisfied and de- 
mand further consessions. 

This drifting policy will in all probability 
continue until investors feel that readjust- 
ments necessary have been made. This 
time will have arrived when the peace 
treaty has been signed and a definite policy 
of world commerce decided upon. Then it 
is expected that steel producers will make 
an active bid for the business and regardless 
of price levels currently quoted, will reduce 
their prices to conform with the demands. 

A word should be added on the export 
situation. Undoubtedly, there will be 
plenty of business to be had from this 
source, but one thing generally overlooked 
is that although large inquiries may be 
flowing through the trade, the actual clos- 
ing of the business is not being done, for 
the reason that there are still many diffi- 
culties in the shape of lack of sufficient 
tonnage, etc., to be faced. When listening 
to export arguments, however, it would be 
well to bear in mind, that while this busi- 
ness is important, it cannot and will not 
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employ as much as 20% of the steel pro- 
ductive capacity. 
* * 


Railroads 
Muddle and More Muddle 


The railroad situation is still “up in the 
air.” It is up to Congress to do something 
and do it quickly, as an intolerable situa- 
tion is rapidly developing. Controversy is 
still rife on former Director-General Me- 
Adoo’s five year plan and its alternative, 
and the solution of the problem as set forth 
by the Association of Railway Executives 
is not accepted by all as the best way out. 
In the meantime, new developments are 
such as to have an adverse effect on the 
already aggravated situation. 

Railroad men are much alarmed over the 
plan of the Railroad Administration to add 
to the present heavy burden, the expendi- 
ture of a great deal of money on extensions 
and improvements in 1919. While railroad 
men would like to see their properties im- 
proved, they are in no mind to add to their 
troubles by spending money on improve- 
ments while costs are as high as_ the 
present. When it is realized that out of 
an authorized outlay for 1918 amounting to 
$1,227,000,000 about half of this amount was 
actually spent, and the balance together 
with $350,000,000 additional for this year, 
making a total of $1,000,000,000 is to be 
spent, it is no wonder that managers of 
railroads look with alarm upon this vast plan 
of expenditure for betterments. 

It is well to bear in mind in this connec- 
tion, that the proposed expenditure is 
nearly three times as much as the roads 
spent annually for the same purposes in 
the five years preceding the War, and while 
the Railroads may have “undernourished” 
themselves in former years, no one will 
deny that a jump in expenditure to three 
times the former outlay is excessive and will 
probably be unbearable. Where are the 
earnings coming from to cover the inter- 
est and amortization charges on so vast 
an outlay, railroad men would like to know. 

Operating Conditions 

It is easy enough to get into a thing but 
getting out of it is a different matter. With 
earnings for the calendar year of 1918 
about $250,000,000 short of the return 
pane to the Roads, it is no wonder 

ilroad owners and backers, meaning, of 
course, stock and bondholders, are becom- 
ing more concerned over the outlook daily. 
Complete earnings for the month of No- 
vember, just in, add no- encouragement. 
Gross earnings for 193 roads were $438,- 
602,283 as against $356,438,875 in 1917; 
operating expenses in 1918 were $362,720,- 

5 against $260,628,913 the year before, 
with a result that net earnings in 1918 
seeopet to $75,882,188 as against $95,809,- 
962 for the corresponding period the previ- 
ous year, a loss of $19,927,774 or 20.80%. 


The month proved to be the worst since 
the new wage and rate scale went into 
effect last summer. 

Reducing the figures to ratio, we find 
that the addition to the expense account 
works out 39% against an increase in gross 
revenues of about 23%. The ratio of 
operating expenses to gross seems to be 
ever increasing. This item reached 82.94% 
in November against 76.09% in September 
and 68.87% in Faly and 73.12% in Novem- 
ber, 1917, a heretofore notably bad month. 

If such a discouraging result is obtained 
when gross revenues are expanding and 
transportation business is at its height, 
what are we to expect when the large 
movement of traffic slows down (which by 
the way, it already has). Shippers are go- 
ing to move as little as possible at such 
high rates, and the traveling public will 
certainly keep their excursions at a min- 
imum. With the stress of War over and 
with business slowing down preceptably, 
gross is soon going to show a falling off 
with a corresponding decrease in net. 

Such are the conditions that are worry- 
ing railroad interests. The Government, 
with all its mistakes, probably never made 
such a fizzle of a business enterprise as it 
has of the railroads. How it is going to 


extricate itself remains to be seen. Mean- 
while, all Railroad interests have is 
sympathy. 

* * * 


Copper 


Large Buying Remote 


Why an industry should voluntarily try 
to force an artificial market is beyond the 
— of ordinary business intelligence. 

ree producers probably have a well de- 
fined purpose in view in maintaining a level 
of prices that is not satisfactory to buyers, 
but certainly as long as this artificial 
market is maintained, very little business 
will be done. The copper market is stag- 
nant. Large producers still refuse to offer 
the metal, publicly at least, below 23c, the 
price agreed upon, but as far as is known, 
there is absolutely no business to be had 
at that level. Small quantities of copper 
are being purchased however, mostly for 
current needs, at between 20 and 21c per Lb. 
In the meantime, although output has been 
curtailed, the metal produced even on a 
reduced scale is adding to the well-known 
troublesome surplus. 

Some Copper Figures 

Reports on the output of copper for 1918 
place the amount at 2,349,054,043 Ibs, an 
amount nearly equivalent to the tremendous 
1917 production. The accompanying graph 
shows an increase in copper production 
from 1,094,700,123 in 1908, to 2,349,054,043 
Ibs. in 1918, or over 100% increase. While 
there was a large consumption of copper 
during the war, production was forced to 
such a terrific pace that surplus stocks were 
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continually augmented, and it is now esti- 
mated that there is in reserve from 100,- 
000,000 to 500,000,000 Ibs. of the red metal. 
The seriousness of the situation can readily 
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be appreciated, when it is now seen that the 
much talked of peace demand is not making 
its appearance and probably will not be 
active for several months to come. 

The export phase of the situation is the 
most interesting. At present, the export 
market is entirely disorganized with prac- 
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tically no demand coming from that source. 
While this country is a great user of cop- 
per, statistics show that in normal years, 
anywhere from 40 to 45% of our production 
was all that was necessary to satiate dom- 
estic requirements. Foreign markets fur- 
nished the outlet for the remaining produc- 
tion. It is true that export shipments of 
copper have increased from year to year, 
but the ratio to our rapidly expanding out- 
put has been falling. Disregarding the 
typically war year of 1917, the accompany- 
ing graph showing the ratio of exports to 
American output makes it clear that in the 
final analysis, we are obliged to retain 
more copper here every year, e. i., in 1913, 
the percentage of exports to American out- 
put was 53%, in 1914 52%, in 1915 38%, in 
1916 32% and in 1918 30%. All this spells 
necessity for American producers to take 
immediate and drastic steps to correct the 
threatening situation. 

Undoubtedly, the Copper Export Asso- 
ciation will eventually solve this problem 
by concerted action, but the present is 
worrying the trade, and it has a good 
cause for worry. Foreign buyers are in no 
hurry to come into the market and accord- 
ing to trade gossip, they refuse to talk 
business until the metal gets below 20c a 
pound. Certainly a large export business 
cannot be expected until Governmental ac- 
tivities in Europe approach normal and as 
this seems many months off, little de- 
pendence can be placed on our exports to 
assist the American copper market. 

The situation is aggravated in that au- 
thorities estimate that Australia has about 
50,000,000 Ibs. of copper on hand and Japan 
has a corresponding large supply. No one 
knows exactly how much copper is held by 
European governments, but it is known 
that there will be a great deal of salvage 
of the metal by the French and British 
Governments. No turn for the better is 
yet perceivable in the copper situation. It 
can be stated definitely that business will 
not be resumed even on a fair scale until 
the price of the metal recedes further. 


* * * 
Oil 
Reconstruction Holds No Terrors 


Of all the basic industries, oil is having 
the least difficulty in analyzing its future 
position. Readjustments are expected, of 
course. Gasoline prices may come down, 
the fuel oil market has received a sharp 
set back, and the trend of crude oil prices 
is somewhat irregular, but this can be 
charged to the normal course of events 


and was fully expected. Meanwhile oil men 
are elated in that their problem is one of 
easy solution in comparison to problems 
confronting nearly every other industry. 
The trade looks confident! 
business activity and the 


towards large 
all Street fore- 
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cast, the upward movement of oil stocks, 
endorses this conclusion. 

Why oil and nothing but oil just now? 
Government restrictions have been so abro- 
gated that, disregarding minor regulations 
still in force, the oil trade is restored to a 
normal competitive basis. With these out 
of the way, what has oil to fear? Oil is 
facing no labor problem, in fact the labor 
situation 
daily, domestic business was not badly dis- 
organized despite the concentration of sup- 
ply into Government hands, and best of 
all the industry is not left with large stocks 
on hand. In fact, stocks of crude and light 
oils are lower than for several years past. 
Crude oil is in demand, at favorable prices, 
and while the cutting off of the military 
demand may result in slower business, this 
will not last long. 

A Few Bright Lights 

Undoubtedly one of the biggest factors 
in the oil situation is the export demand. 
The oil industry’s problem in this field 
will be the switching from the military 
“market” to supplying domestic needs in 
foreign countries. Oi! authorities agree 
that despite the tremendous consumption 
of the military, the demand from other 
sources will be just as large. In the first 
place, neutral markets are almost bare of 
oil, and they will begin to replenish their 
stocks as rapidly.as they are able to get 
ships to carry it to them. In addition, it 
will be a long time before petroleum con- 
sumption in the war zone entirely ceases. 
So that the export situation spells diver- 
sion of supply from one source of demand 
to another, without lessening consumption 
to an appreciable degree. 

With extensive preparations under way, 
for the enlargement of the United States 
Navy comes the assurance that all the new 
warships will be oil burners. In his an- 
nual report, Secretary of the Navy Daniels 
declares, “the use of oil will increase. For 
radius of action, clean ships, and every 
other reason the Navy must have oil. Its 
program of construction is oil burners 
alone. Conservation in the use of oil on 
land should be stressed so that there will 
be abundance of fuel oil for navy and mer- 
chant ships. Wisdom and foresight alike 
demand the preservation untouched of the 
naval reserve and the setting aside or ob- 
tainings of other oil lands for an additional 
reserve supply.” 

A great campaign for the use of 
oil is under way. The extensive peace 
uses such as road oiling, expanding 
atitomobile consumption, etc., have been 
cumulative during the war period, and 
will soon be in the market on a large scale. 
The period of time that it will take to shift 
from war to a peace basis, may cause some 
accumulation of stocks, especially in the 
mid-continent field, but the transitory 
period for oil will be much shorter than 
in any other industry and when adjustments 


is becoming more satisfactory. 


are made, prosperous activity is confidently 


predicted. i 
 . 


Motors 


Facing Painful Readjustment But 
Long Range Prosperity 

Still the motor industry is working 
feverishly to overcome its present diffi- 
culties of readjustment, but readjustment 
from a war to a peace basis is likely to be 
a long and painful process for the motors. 
That an industry cannot switch from mak- 
ing army trucks, trailers, tanks, ambulance 
bodies, shells, mine anchors, submarine 
chasers and scores of other war necessities, 
to its normal course of business overnight, 
is obvious. As it required many months to re- 
adjust automobile factories for war work, it is 
surely a far greater task to rebuild normal 
activities. Such problems as stocking with 
materials and parts (not forgetting of course, 
that these have to be made) rearrangement of 
machinery, drawing up new contracts with 
dealers and distributors and greatest of all, 
the problem of refinancing, will take con- 
siderable time. 

The labor situation as pertaining to the 
motor industry, touched upon before in 


‘these columns, still gives rise to much con- 


jecture. It will be remembered that many 
of the automobile plants working for the 
Government had contracts on a cost plus 
basis and wages were high, probably too 
high to be maintained when the cost of the 
product must be met by the private manu- 
facturer and not the Government. How 
labor will view this situation is still a 
question. One thing is certain and that is 
that the price of cars will not be reduced 
materially until a somewhat lower wages 
scale is operative desnite the probability 
of immediately increased quantities of 
material at lower prices. 


Big Export Activity Planned 


Although automobile manufacturers, beset by 
their present difficulties, cannot take full and 
immediate advantage of the export field, they 
are getting ready to capture this field when they 
are ready. The National Automobile Chamber 
of Commerce has asked the Bureau of Foreign 
and Domestic Commerce to make a commercial 
survey of foreign countries with a view of the 
sales outlook all over the world. The source of 
activity in this line is expected to come from 
the Scandinavian countries, Spain, Holland, 
Australia, the East Indies and South America. 
Not much business is looked for in England, 
France and Italy as .it is expected that these 
countries may impose high import duty on 
automobile materials as a protection to their 
industries. Export plans, among other things, 
embrace preparations for assembling of cars 
and establishing of shops for the making of 
automobile bodies in Europe and South 
America. 
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Distant Future Outlook Promising 

Although the buying market for automobiles 
during the war was considerably lower, due to 
a multitude of reasons, principal among which 
were the removal of large buying power by men 
going into the army and the general feeling 
of economy, production was stil! further cur- 
tailed so that the market easily absorbed what- 
ever offerings there were. Everything else be- 
ing equal, the motor industry expects a large 
expansion of demand for its product and that 
its future is sag ny 2 At present there is 
very little activity in the trade. The industry 
expects that whatever its output may be it will 
easily be absorbed, but the question here is, 
whether enough production can be secured to 
make it profitable. The concensus of opinion 
is that it will not. It is expected that it will 
take at least twelve months before the motor 
industry can solve its problems, so that it will 
not be until 1920 until the motors are again 
on a normal basis. 

This year, then, will see readjustment and 
ironing out of difficulties, and while this pain- 
ful (particularly painful to the motor indus- 
try) shifting is under way, plans for huge 
activity a year hence will be promulgated. 


* * * 


Grain 
Wheat Situation Forcasts Trouble 


Already the artificial market for wheat is 
beginning to undermine the whole fabric of 
industrial enterprise. As we pointed out in 
these columns two weeks ago, the Government 
is facing a huge loss on its wheat price guar- 
antee of between $500,000,000 and $1,000,000,- 

. The price of all foodstuffs is trying its 
“durndest” to adjust itself to the law of supply 
and demand and recede from artificial levels 
but the muddled wheat situation is unbalancing 
the trade and indirectly adversely affecting the 
whole economic structure. 

Naturally American ‘farmers are putting 
forth every effort to raise an unprecedented 
crop. The visible supply is exceedingly large 
and in addition to exports being made from 
Australia and Argentina, indications point to 
a crop in this country of over 1,000,000,000 
bushels, the largest on record. While it is 
admitted that large quantities of wheat must 
be sent to Europe, this is only a temporary 
factor and those countries will, in the near 
future, be able to partially solve the problem 
of feeding themselves. Thus with a surplus 
of wheat all over the world, how can we ex- 
pect to market our products at anything like 
the price guaranteed by the Govetemant? As 
pointed out before, Australia has huge stores 
of wheat which she will now move as rapidly 
as possible and sell at any fair price, certainly 
considerably below ours. Argentina is in a 
similar position. 

In the meantime wheat is grown to the 
detriment of other grains, thus with a decrease 
in the supply of coarse grain, the cost of meat, 
poultry, etc., must be maintained at a high 


level. Furthermore, by maintaining a high 
price for foodstuffs the cost of living is arti- 
ficially kept on a high plane, thereby making 
it increasingly difficult to adjust wage scales in 
all lines of business. It can be readily appre- 
ciated how this situation reacts on the entire 
field of business. As long as the cost of living 
remains high it is impossible to reduce wages 
abruptly and if the present wage scales are 
to be maintained, or even a scale near this 


* level, the price of all commodities which labor 


produces cannot be brought to a normal level. 
This, of course, means an unnecessarily long 
delay in readjusting industry to a normal basis. 


The Government in a Fix 


Surely the government is faced with as com- 
plex a problem as has ever been evolved. At 
present the Government has given no indica- 
tion that it will not keep its promise to the 
farmers and buy the wheat at the guaranteed 
price. It is generally admitted that the Gov- 
ernment will not be able to obtain this price 
in foreign markets anyway, and here not prob- 
ably.. t then will happen? If an open 
market is established the Government will have 
to take a loss, which is variously red be- 
tween $500,000,000 and $1,000,000,000. Who 
will have to pay this huge sum? Tax payers 
and bond buyers, of course, but are they will- 
ing to do this? When it is figured that this 
loss will add another billion dollars to the al- 
ready staggering war debt, it can be seen that 
tax payers and bond buyers are not likely to 
accept this additional burden with good grace. 
The Government might, on the other hand, re- 
peal the guaranteed price law on the ground 
that the emergency has passed, but this cer- 
tainly would be a dangerous policy, at least 
from a political standpoint, and Washington 
will “watch its step” closely before it com- 
mits political suicide. 





Wool 
The Expected Happening 


As a business man “Uncle Sam & Co.” is a 
dismal failure. As the saying runs, “every 
time he opens his mouth, he puts his foot in it.” 
That confusion, uncertainty and dissatisfaction 
would result from the Government policy of 
auctioning its surplus wool, controlled by a 
minimum price, was predicted in these columns. 
Buyers still refuse to come into the market, 
and from all indications will continue to refuse 
to purchase more than is necessary to keep 
their organizations intact until a freer market 
is established. What is the result? Mills all 
over the country, large and small, have cut 
their production 50%, and some of the smaller 
ones have shut down completely. 

A good indication of what is going on in the 
trade can always be found in the activities of 
the American Woolen Co., the premier organ- 
ization of its kind in this country. Up to the 
signing of the armistice in November, its 
plants were operating at capacity, but today 
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some of its mills are closed down altogether 
and others are run in a desultory fashion, 
cutting the total output to less than 50% of 
capacity. In the meantime, the long and 
tedious process of readjusting contracts with 
the Government is under way, thus tying up 
capital and thereby reducing activities in other 
fields. Such a condition is applicable to similar 
units in the wool industry, and coming on top 
of a very unsatisfactory market, leaves a sad 
state of affairs. 
Foreign Competition 

To make the matter worse, foreign competi- 
tion looms large. England already has large 
stocks of colonial wool at prices 25% to 30% 
below our market. Whether or not this wool 
will be sold to others than British manufac- 
turers cannot be determined as yet, but indi- 
cations point to the disposal of some of the 
stock in this way. Restrictions on the impor- 
tation of wool have been lifted, adding to the 
existing confusion. 

All in all, the outlook for the woolen trade 
is far from bright. No change is seen in the 
Government's decision to maintain the artificial 
market, and as long as this huge supply is over- 
hanging and the foreign product can be bought 
at lower prices unsettlement will prevail. 


Leather 
Export Hopes Buoys Prices 


Conservatism still rules in the leather mar- 
ket, and while sellers realize that the initiative 
has been transferred to the buying side, the 
product is not being offered as freely as might 
be expected. In face of the disinclination of 
the largest purchasers, the shoe industry, to 
make commitments, owing to the well known 
reason that the labor situation must be ad- 
justed before extensive manufacturing plans 
are laid, buyers are not a little chagrined at 
the refusal of offerings at bid prices. The 
answer to the question can be found in the 
brightening export outlook. 

Despite the extravagant prediction that the 
export demand would immediately offset the 
slow-up caused by the abrupt cessation of the 
war, such demand did not appear. Instead in- 
quiries came in slowly and cautiously, and it 
is only now apparent that this demand will 
reach appreciable proportions. Inquiries from 
foreign markets for all grades of leather are 
becoming more pronounced daily, and even the 
shoe industry sees a prospect for large outlet 
to this source in the near future. The export 
Situation, therefore, has brought a hardening 
of prices, which at the present, however, is 
based more on hopes than on actual sales. 

While this phase of the situation may 
temporarily cause a stabilization of prices 
around current levels, there is no indication 
that higher prices may be looked for. On the 
other hand, well posted leather men cannot 


see how the export demand will offset the’ 


other unfavorable factors of the situation~or 
will be able to maintain the present com- 
paratively high price levels indefinitely. Surely 


it will take some time before foreign markets 
can be developed, and it is still a question 
whether or not this development in its highest 
stage will serve as an offset to the cessation of 
war demands. The major tendency of leather 
prices is still downward despite such temporary 
arrests as may be caused from time to time 
by situations similar to the above. 


Tobacco 


Severe Competition Will Not Hurt 
Business 


Lifting of war regulation and the removal 
of such impediments to the trade as the war 
has brought about, found every branch of the 
tobacco industry making preparations to do a 
large business in the face of severe competi- 
tion. Although “tobacco” is quiet, buyers ex- 
pecting offerings at lower prices, particularly 
of the stocks on hand, and sellers holding off 
until they are sure that they cannot dispose 
of their stock around current levels, plans are 
being made to do a large business in the near 
future. 

Instead of dull times ahead, as might be ex- 
pected under the pressure of the whole in- 
dustry striving to enlarge its sales, introduce 
new products and offer new brands, tobacco 
men feel assured that an extraordinary de- 
mand is being developed, some of it now ap- 
parent. In justification of this point of view, 
they point out that the export trade, a com- 
paratively unknown quantity heretofore, is de- 
veloping on a large scale and that the con- 
sumption of tobacco in this country increased 
during the war will be greatly accelerated. 

Although some believe that the contest be- 
tween the various elements in the industry to 
develop a large volume of business on a 
smaller margin of profit will have the effect of 
a general price reduction, others observe that 
if this happens it will only be temporary, for 
the reason that the demand will more than 
equal the supply. They point out further that 
the competition that is coming will be on the 
basis of quality and brains instead of on low 
price. 

The tobacco industry believes, therefore, that 
it is facing only temporary stagnation (if it 
can rightly be called stagnation), and that al- 
though activity on a large scale may be re- 
sumed at a lower price range, the future can 
bring nothing but a prosperous condition. 


Coal 


Lower Prices Expected with Restric- 
tions Off 

Although the output of coal has been sharply 
reduced, the markets are flooded with the 
article and rumors are current that offerings 
are being made considerably below published 
quotations. Lack of demand for bituminous is 
particularly apparent. Winter is upon us, but 
its comparative mildness is one of the causes 
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of low consumption. The major reason for 
inactivity in the coal trade is, of course, due 
to greatly lessened demands for the fuel from 
the war industries and dependents upon those 
industries. The market is overstocked and 
consumers, confident of lower prices now that 
Government restrictions are lifted, are buying 
no more than is absolutely necessary to keep 
running 

rey important development pertaining to the 
industry is now being actively discussed. An 
effort is being made at the formation of an 
exporting pool similar to those projected for 
handling foreign trade in lumber, steel, copper, 
paper and oil, but the application for a charter 
under the Webb-Pomerene law is yet to be 
filed with the Federal Trade Commission. 
Great hopes are expressed for extraordinary 
activity in the export field, particularly in 
South America, some operators going so 
far as to predict that the expanding demand 
from this source will elevate and maintain 
the rate of production established last summer 
and autumn in meeting war needs. As in the 
case of other industries, however, this project 
is still in the development stage and cannot, 
therefore, have an immediate influence on the 
coal situation today, or in the near future. 

What will happen, according to well qualified 
observers in the coal trade, is that with Gov- 
ernment restrictions lifted, coal prices will 
seek lower levels. Until the normal demand 
can approximate the curtailed production these 
lower prices will prevail. That the readjust- 
ment in the coal industry will take somewhat 
longer than others is conceded. Coal has had 
its prosperous days during the war, but unlike 
other trades, its product cannot be changed to 
meet new requirements, thus coal must wait 
upon other industries to rebuild its activities. 

The Fuel Administration, in its announce- 
ment that all restrictions were to be removed 
on February 1, declared: 

“Among the reasons which prompted the 
above determination was the fact that the 
stocks of bituminous coal now on hand 
throughout the country are sufficient to pro- 
vide consumers with bituminous coal-.and coke 
for the winter season, even if the mild weather 
thus far should be succeeded by a period of 
severe weather. The average stocks of bitu- 
minous coal for the country on the first day 
of January approximated sevVen weeks’ sup- 
ply; the storage on hand in the regions most 
remote from the mines being sufficient for 
twenty weeks.” 


Rubber 
Speedy Readjustment Under Way 


From the standpoint of the American ob- 
server, rubber should only be considered by 
its manufactured products and not in the 
crude. There is no other large industry in 
the United States so dependent upon foreign 
countries as the rubber industry, but in the 
business of rubber manufacture it stands pre- 
eminent. In 1917 the value of rubber manu- 


factured in the United States was $900,000,000, 
or about seven times the value of rubber manu- 
factured in the next largest manufacturing 
country. Our consumption of crude rubber 
has increased in ten years from 24,000 to 177,- 
000 tons. 

Although the period of slower business has 
already set in, the rubber trade is making its 
adjustment to a peace basis as rapidly, if not 
more rapidly than other lines. The specialized 
products for war needs are, with few ex- 
ceptions, products that can be used just as 
well in peace, and it is only a question of 
a decentralized market and the necessary 
stimulus to that market to create a good de- 
mand for rubber products. A large branch of 
the rubber goods field, namely, automobile 
tires, is experiencing no let up in demand and 
while both buyers and sellers in the tire field 
expect a reduction in prices, they believe that 
this will be brought about slowly, dependent 
solely upon the cost of labor. 


Colt Sees Adjustment Without Disaster 


In reply to a telegram from THE MaGaAzINE 
or WALL STREET, requesting an opinion on the 
outlook for the rubber industry, Mr. Samuel 
P. Colt, chairman of the United States Rubber 
Company, wires: 

“Speaking for the trade generally and the 
rubber industry in particular, my opinion is 
that the adjustment to peace conditions will 
not be attended withedisaster, provided the 
Government does not attempt to exact too 
large taxes. Now that the war is over, with 
the shrinkage in inventories which must take 
place in returning to peace conditions, manu- 
facturers cannot pay in cash such a large per- 
centage of their earnings, based upon war- 
inflated inventories, as called for by the 
revenue bill as it passed the House of Rerre- 
sentatives. With fair taxation, I believe the 
rubber industries will speedily readjust them- 
selves to peace conditions.” 

Thus the rubber trade expects a period of 
only temporary inactivity. The export field 
will soon be open to advantage on a large scale 
both ways. That is, the stores of crude rubber 
awaiting shipment from the South and East 
will soon be upon the market, as bottoms are 
becoming available rapidly. When this crude 
comes into the market prices should ease and 
manufacturers be then able to turn out their 
products at a lower price, but with approxi- 
mately the same margin of profit. The other 
phase of the situation is that foreign markets 
for our goods will be open upon a large scale. 
Owing.to the inability of foreign trade to re- 
ceive and pay for American goods at present, 
big business from this end may be postponed 
for some time. Eventually, however, great 
activity is to be expected. 

In the meantime, the rubber trade is busy in 
its preparations for great developments in both 
foreign and domestid maikets. The immediate 
period of slower business is now full upon 
the trade ,but the readjustment is coming 
rapidly and rubber opinion has it that the 
transitory stage will not last long. 
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Eprtor, MAGAZINE oF WALL STREET. 

I was very much interested in the article in 
THE MaGAzINE oF WALL Street on November 
23rd, by Mr. Meredith C. Laffey. I direct 
special attention to the schedule on page 
164, in which are stated the purchase prices 
of the following bonds upon a Three per 
cent basis: 


First Converted 4%s, 1947 
Second Converted 4%s 1942.... 114.00 
Fourth Loan 4%s, due 1938 111.00 


I took the time to figure out what I con- 
sider to be the present value or purchase 
price of these bonds, upon a well known 
formula, and found them to be quite dif- 
ferent from what Mr. Laffey presents them. 
They are, respectively, as follows: 


First Converted 4%4s, 1947 $124.61 
Second Converted 4%s 1942.... 121.87 
Fourth Loan 4%s, due 1938 118.70 


The article does not state what date the 
present value or price is figured to, but 
taking, for instance, the case of the Fourth 
Loan 4%s, due in 1938, which Mr. Laffey 
states to be worth $111.00, I find that not 
until October 15th, 1928, would this bond be 
down to a value of approximately $111.00 
upon a Three per cent basis. 

I am submittimg herewith a detailed solu- 
tion of the problem, together with a table 
showing the amortization of premium paid 
and values of a $100.00 Fourth Liberty Loan 
Bond upon interest dates, purchased to yield 
Three per cent upon investment. I would 
thank you for a due consideration of the 
values I have arrived at, and for advising 
me as to what conclusions you arrive at. 

Possibly I am entirely wrong in my as- 
sumption as to the bases upon which Mr. 
Laffey arrives at his results. 


Yours truly, 


$117.00 


I fear that I failed to make entirely clear 
that the valuations given for the various 
Liberty Loan issues ou a 3% basis were cal- 
culated from 1928, the maturity date of the 
Third 4%s, my purpose being to show that 
the holder of the Third 4%s loses the pos- 
sibility of appreciation in value which would 
occur with the other loans if the credit of 
the United States were to advance to some- 
where near its pre-war level. The 3% basis 
was ‘selected arbitrarily to illustrate the 
point. 

The same idea might be brought out by 
taking the date of issue as the time from 
which to base the calculation, in which case 
the Third 4%s would be worth only 110.729, 
as compared with your figures of from 118 
to 123.56 for the other issues. To my mind, 
the objection to taking the date of issue 
is that it involves a hypothesis contrary to 
fact, i.e., theoretical prices widely different 
from actual market prices, while my cal- 


culation endeavors to illustrate, not an as- 
sured truth, but an obvious possibility, with 
a little more than a mere trace of prob- 
ability, at least in an approximate sense. 

In short, I wished to present the argu- 
ment for the bonds of longer maturity, and 
the obvious fact that the Third 4%s can be 
worth only 100 at maturity in 1928, while 
the other issues can conceivably be at sub- 
stantial premiums, seemed a logical start- 
mg. point. 

rusting that the foregoing will clear up 
the misunderstanding, and thanking you 
for your interest, I am, 
Yours truly, 
M. C. Larrey. 
Dear Sir: 

Your letter under date of November 28, last, 
wherein you stated that you had written to the 
firm of * * * with regard to settlement of 
my account, did not impress me seriously when 
received. But, when within ten days I received 
a check for the balance in full, and a few days 
later, the certificates for which I had been 
waiting several months, my regard for THe 
MAGAZINE OF Watt Srreet immediately 
jumped 100 per cent. 

Hereafter you may count on me as one more 
violent booster for your organization and I 
know of no other way to express my thanks 
than to renew my subscription to your paper, 
and herewith enclose my check for $5. 

Will you kindly advise the name of a repu- 
table broker who is willing to handle odd lot 
transactions. 

Ans. Weare glad to note that our letter to the 
firm you name produced good results, and that 
the matter is settled. 

The brokers mentioned below would be able 
to handle your business satisfactorily. They 
are members of the New York Stock Ex- 
change, in good standing, and we would en- 
trust them with our own funds. 


Dear Sir: 

I am a subscriber to your paper and I find 
much solid meat in it, but the proposition on 
pages 430-431 is beyond my intellect—far 
deeper than I can dig—and the suggestion to 
my mind is why keep a security paying 44% 
and borrow on it at 6%. If the deal is worth 
anything it would be better financially (but not 
patriotism of the modern McAdoo kind) to 
sell the 444 per cents and pay outright for the 
new investment—not meaning “wildcats”—or 
buy that much more and borrow. 

Further, the loan on U. S. bonds should be 
5% instead of 6%. I think such articles (my 
private opinion) trash. 

Yours respectfully, 


Ans. The article in question was written 
from the standpoint of the great body of in- 
vestors who feel that the return on their 
Liberty Bonds is inadequate, and yet, from 
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patriotic reasons are unwilling to exchange 
them for other issues. It is realized that a 
general rush to sell United States bonds in 
‘rder to obtain a high yield would prove very 
harmful to the country’s credit. To the ques- 
tion “How can I get a better return on my 
money invested in Liberty Bonds and still hold 
on to them?” the suggestion is made that they 
be used as collateral for the purchase of other 
securities with a higher income yield. Fur- 
thermore, the idea of taking advantage of the 
spread between call money rates and the re- 
turn on high grade securities has wide appli- 
cation and is often followed by large investors. 
It was pointed out, however, that operations of 
this kind would prove more profitable when 
money rates recede to normal levels. 

Eprror. 





Marquette, Mich, Aug. 8 1918. 
THe MAGAZINE oF WALL STREET, 
42 Broadway, 
New York ity. 
Gentlemen: 
In a recent issue I note the following: 

“We do not look for any immediate ad- 
vance of importance in the general level of 
bond prices, but we believe that invest- 
ments in good bonds at this level will 
prove entirely satisfactory and that the 
present high yields are likely to gradually 
become lower as the end of war comes 
more clearly into sight.” 

Then in Mr. Wyckoff’s article there appears 
the following: 

“They (referring to some of the largest 
interests in Wall Street) are now looking 
forward to the time when the termination 
of the war will lead to another great 
period of either panic or depression or 
both, in which all corporations and the 
price of their securities will be adjusted 

~ As soon as the beginning of the 
a can be forecasted within six months 
or a year, the market will begin to dis- 


~~ Peace, and that means prices should 
ine.” 

Is this first statement based on the fact that 
the highest grade bonds are affected only by 
the development of the situation in regard to 
the world’s market for capital, while a great 
many other factors enter into the market prices 
of stocks and second grade bonds? I should be 

lad to see in a subsequent issue an article go- 
ing a little further into the type of securities 
to which your first statement applies and to 
which your second statement applies. 

I note in the advertising section of the maga- 
zine, you ask readers for their opinion of the 
magazine. I share the universal high opinion 
of your magazine and feel that any one inter- 
ested in financial questions can hardly afford to 
be without it. There are other good financial 
magazines, but none better. Its ideas and ideals 
entitle it to the confidence and support of a 
large list of subscribers. 





Mr. Wyckoff’s comments above mentioned 
referred to the speculative class of securities. 
Nearly all of the stocks in which speculation 
has been at all active during the last two years 
have profited directly or indirectly by the war 
demand. Peace will necessitate an extensive 
readjustment, which must apparently be ac- 
companied by a greater or less depression of 
business. It is the usual thing for such a 
depression to be discounted in advance by a 
decline in the prices of securities which are 
directly dependent on earnings for their divi- 
dends or interest. 

High grade bonds, on the other hand, are 
not directly dependent on the maintenance of 
earnings for their interest, since the margin of 
earnings above their interest charges is so 
large that the payment of interest is assured 
even under conditions of general business de- 
pression. Therefore the influences affecting 
the prices of such bonds may be, and often are, 
entirely different from those affecting the 
prices of the stocks of companies whose earn- 
ings are likely to fluctuate widely.—Eprror. 





N. Y. TRACTION SITUATION HAS SCRAPED BOTTOM 


AMES F. SHAW, of Knauth, Nachod & 

Kuhne, for two consecutive years president 
of the American Electric Railway Association, 
predicts an early improvement in the New 
York traction situation, because he believes it 
can develop only in one direction—for the 
better. 


“We have scraped bottom in the New York 
situation,” he says. “The worst that can hap- 
pen has already happened. 

“There is nothing the matter with the trac- 
tion situation in New York, except its starva- 
tion rates. In spite of all the criticism that is 


heard the New York traction system is the 
best managed municipal transportation system 
in the world. 

~The, emgeles pete lad toe ies 
five-cent fare, and during en 
years it has bos keep 


necessary in order to 


abreast of the times to remodel the plant sev- 
eral times and operate under the most ex- 
pensive conditions. Costs of operation have 
nearly doubled. 

“Railway investors should have as fair a 
return on their investment as investors in other 
industries and should not be expected to sell 
their product without a reasonable profit. 
Street railway men have nothing to conceal, 
and welcome an impartial examination of their 
business. The public desires good service, and 
the street railway companies wish to give it. 

“The best evidence of the disastrous effects 
upon street railway credit is presented in the 
statistics of electric railway receiverships in 
1918. In that year receivers were appointed 
for twenty-nine companies, operating 2,107 
miles of line and having $92,000,000 stock and 
$163,000,000 bonds pore Sa There is the 
answer to the five-cent fare.” 


PUBLIC UTILITIES 
Third Avenue In Trouble 


High Costs Spell Receivership—Increased Fares One Way 
Out—Position of Securities 





By R. L. HARRIS 





OOR Third Avenue! Its star, if 
Pp) it has one, is ill-fated, to put it 
mildly. No sooner does Third 
” Avenue struggle to its feet 
than unkind fate places in its way 
a new form of adversity. First 
bankruptcy, then a disastrous strike, 
and now insurmountable operating 
obstacles in the shape of high costs 
versus a fixed and inadequate income. 
What will be the outcome of the 
present crisis? No interest is being 
paid on the adjustment income bonds 
for the simple reason that money is not 
being earned to pay it. Third Avenue 
securities are selling on a receivership 
basis, and holders of these securities 
are anxious to know if this will be the 
outcome. A review of Third Avenue’s 
troubles will help us answer this 
question. 


Third Avenue’s “Life” 


In a suit instituted by the Central 
Trust Company in 1908, the old Third 
Avenue Railroad Company was thrown 
into the hands of a receiver, interest 
having been defaulted on its bonds due 
January 1, 1908. In May of the fol- 
lowing year a decree of foreclosure 
was entered against the subsidiary 
companies, and receivers were ap- 

inted for them. From that time until 

arch, 1910, the system was operated 
by F. W. Whitridge, thé receiver, and 
on the latter date, the property of the 
old Third Avenue Railroad Company 
was sold at foreclosure and bought by 
a reorganization committee. 

The present company came into be- 
ing about a month after the foreclosure 
sale, but it was not until about two 

ears later that actual operations 
taeen. The reason for the delay was 
that the Public Service Commission 


refused to authorize the issue of securi- 
ties as presented in the plan of reor- 
nization, and a-long and strenuous 
ght was staged in the New York 
courts before the commission was 
over-ruled and an order approving of 
the issue was granted. 
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The Third Avenue system has many 
of the most important street railway 
concessions in New York city. The 
total mileage of the system, includin 
the subsidiary companies, is 367% 
miles. The Third Avenue Railway 
Company proper, the Forty-second 
Street, Manhattan & St. Nicholas Rail- 
way Company, the Dry Dock & East 
Broadway and the Battery Railroad 
Company, the Belt Line Railroad Cor- 
poration, the Union Railway Company 
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of New York City, the Yonkers Rail- 
way Company, the Westchester Elec- 
tric Railroad Company, and the Bronx 
Traction Company comprise its most 
important holdings. 

For a while it seemed as though 
Third Avenue, after its reorganization, 
would be able to pull through and show 
a fair return on the investment. Dur- 
ing the three-year period while op- 
erated by the reorganization commit- 
tee fairly good earnings were shown. 
In 1910 a net income of $1,627,640 was 
returned, in 1911 $1,840,395 and in 1912 
$1,391,526. 

In 1913, the first year reported under 
the present regime (in the previous 
years mentioned, the Public Service 
Commission has not approved of the 


face up to 1917, and the 1916 year 
would probably have been the peak of 
prosperity, strike or no strike. The 
latter year proved a disastrous one and 
hastened the company’s fall precipi- 
tously. The strike had the effect of 
causing a perpendicular rise in operat- 
ing costs, a loss in passenger traffic— 
which, by the way, must be counted 
as lost forever—and a sharp fall 
in net. For the year ended June 
30, 1917, gross revenues fell off $2,163,- 
721, and a deficit of $1,622,336, against 
a surplus of $991,073 for the corre- 
sponding period in 1916, was returned. 

A comparison of income account for 
several years reveals some illuminating 
facts. In 1910 gross revenues were 
$700,000 less than in 1917, but the net 
in the former year amounted to $1,- 
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oss. Op. Fixed Total Net 
Revenues Charges Income Income Surplus 
SN: sécac col ccceueuns $8,299,347 $963,654 $2,591,294 $1,627,640 $1,627,640 
RS ee es 9,084,468 1,098,367 2,938,762 1,840,395 1,840,395 
SE Nn a phnuda iene n was 9,860,426 2,084,972 3,476,228 1,391,256 1,391,256 
I eae RS 10,117,847 2,195,227 3,112,185 916,958 916,958 
EER EE i ane 10,858,216 2,570,306 3,196,612 626,306 
er ee oy 10,885,859 2,565,730 3,259,773 694,043 694,043 
a a eee 11,136,370 2,646,851 3,637,924 991,073 493,373 
RRR es rr 8,972,649 2,677,610 1,055 * 1,622,326 * 1,622,326 
EE tcclnd Wad av.csvuden 10,234,989 2,679,322 2,222,819 *456,503 *4. 
*Deficit. 





issuance of securities, therefore the 
earnings do not apply to the company 
as it now stands), net earnings equiva- 
lent to 4.25% were shown on the $16,- 
590,000 capital stock. In 1914 and 
1915 net earnings showed a slight re- 
cession, but in 1916 the company came 
back strong with 5.98% earnings on 
its stock. 

In that year, it is interesting to re- 
late, the directors of the company 
thought that it had progressed suffi- 
ciently to justify the declaration of a 
dividend of 4% on the stock. What 
justification there was for this burst of 
enthusiasm is hard to determine from 
the outsider’s point of view, however. 
Coincident with the declaration of this 
dividend, the stock rose to the highest 
level it had seen in some time. 

Things were not progressing as 
beautifully as appeared from the sur- 


627,640, against a deficit in 1917 of 
almost the same amount. 


High Costs Chief Trouble-Maker 


As far back as 1910 the trend toward 
higher operating costs can be traced. 
In each succeeding year operating costs 
mounted steadily, and although gross 
revenues increased, net showed a fall- 
ing off. In 1910 gross operating rev- 
enues were $8,299,347 and net income 
$1,627,640. Gross revenues in 1913 
were nearly $2,000,000 higher, but net 
income dropped to $916,958. 

Along with the rise in operating 
costs came increased fixed charges. 
Coming out of the reorganization in 
1910 fixed charges were $963,654, b 
1913 they had increased to $2,198,227 
and have risen steadily from that 
amount until in 1918 they reached 
$2,679,322. 

While the strike year spelled Third 
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Avenue’s quietus, the company was 
steadily being pushed down hill by 
every-day factors. In the first year of 
the war the ratio of operating expenses 
to gross increased nearly 2% over the 
previous year. From that time on, 
with the exception of 1916, they 
climbed upward until in 1917 they 
reached 81.22%, or nearly a 20% in- 
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crease. It might be argued that 1917 
is not a fair example of operating costs 


because of the strike, but surely 1918 
was a normal eat and in that year the 








ratio was 71.66%. 

For a month or two after the strike 
year Third Avenue showed signs of 
coming back, but this did not last long. 
All sorts of unfavorable factors entered 
into the traction situation, most of 
which are famiiiar, so that by the end 


of the year another deficit was shown. 
A deficit of $457,295 was returned for 
1918, and only $669,576, or 2.99%, was 
earned on the Adjustment 5s. Gross 
income amounted to $2,222,819, against 
$1,055,283 for the year ended June 30, 
1917, and gross revenues increased 
from $8,972,649 to $10,234,989. In spite 
of this recovery in operating revenues, 
net income was smaller than in any 
year since 1914. The accompanying 
graph depicting the rise in compensa- 
tion to employees tells the tale. Each 


succeeding year has brought a larger 


outlay for this item, and in 1918 the 
company paid $4,040,572 in wages, 
against 883,165 for the previous 
year. These figures do not truly depict 
the extent of the rise in the wage ac- 
count, for in 1918 the company em- 
ployed 3,763 men, as against 4,013 in 
1917. Wages, of course, are only one 
item of the expense account, and just 
as much damage to the company’s 
finances has been done by the rise in 
everything that is necessary to operate 
a traction company. 

Now that we have reviewed the 
causes of Third Avenue’s troubles, the 
vital question for consideration is, 
where do security holders stand? 


Review of Securities 


That the company was conserva- 
tively capitalized when it came out of 
the reorganization is shown by the fact 
that securities to the amount of $54,- 
916,000 were given in exchange for old 
securities of a face value of $87,880,480 
plus $7,200,000 in cash, and against a 
cash investment in the property of $61,- 
359,530. In 1914 the Public Service 
Commission authorized the sale of $4,- 
187,000 refunding 4% bonds for the 
purpose of purchasing several small 
lines. Counting bonds of the subsidiary 
companies owned by the Third Avenue, 
there are in all outstanding $53,228,- 
100, which amount, added to the capital 
stock, makes a total capitalization of 
$59,918,100, representing all properties. 

The adjustment income bonds are 
secured by a mortgage on all the prop- 
erties, subject only to prior liens. Dur- 
ing the year 1918 no interest was paid 
on these bonds, and as they have a 
cumulative privilege there is now 
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6%4% accumulated interest due. Hold- 
ers of these bonds can be somewhat 
assured, as the company is in a good 
cash position, with a working capital 
of $1,658,118 (after setting up a lia- 
bility fund for interest due on adjust- 
ment mortgage bonds of $1,408,500). 
The stock, of course, is far removed 
from dividends. In a receivership, such 
as currently predicted if no relief in the 
way of increased fares is forthcoming, 
the adjustment income bonds would 
probably be reimbursed to at least the 
extent of their present market value, 
as based upon current selling prices. 
Is Receivership Imminent? 

After vain attempts to obtain an in- 
crease in fares and in view of the city’s 
attitude toward the request for such 
an increase by the Interboro and the 
Brooklyn Rapid Transit, Third Ave- 
nue’s sponsors are considering the 
task almost hopeless. 

The company has tried all sorts of 
methods to obtain increased revenue. 
Failing to get an outright increase in 
fares, permission has been asked to 
chatge 2c. for the transfer privilege. 

A glance at the accompanying graph 
on passengers carried will quickly 
show what this would mean to the 
company. In 1918 57,327,244 transfer 
passengers were carried, and had each 
of these paid 2c. for that privilege rev- 
enues would have been increased by 
$1,146,544.88. Instead of a deficit then 
the company would have shown a sur- 
plus of $689,249 after payment of in- 
terest on the income adjustment 5% 
bonds. A lc. increase in fares would 
quickly place the company on “easy 
street.” 

Thus the Third Avenue’s situation 
resolves itself into the question 
whether an increase in fares will be 
granted. In view of the antagonistic 
attitude of city officials toward the 
traction companies the outlook is none 
too bright. 


A recent decision by the Supreme 
Court of United States gives room for 
some optimism, as the judges rule that 
investors in traction securities are en- 
titled to a fair return on their invest- 
ment. This is a generalization, how- 
ever, and investors should not become 
too enthusiastic. 

The situation is perfectly clear. For 
the next six months or a year operat- 
ing costs will continue high, and not 
much relief can be expected from this 
direction. Under prevailing conditions, 
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then, Third Avenue is headed straight 
for a receivership, with its one hope of 
salvation in increased fares. 
Under the circumstances both the in- 
come bonds and the stock, even at their 
resent prices, are highly speculative. 
olders of these securities who have 
purchased them at higher levels should 
retain their holdings, however, as the 
news is out and the worst has probably 
been discounted. 
It is superfluous to add that new 
commitments in these issues are not 
advisable in light of present conditions. 





ONE POINT OF VIEW 
‘THE following is culled from a letter from a subscriber, received recently: 
“When you desire to invest money you must make up your mind before- 
hand that if you wish to sleep well you must chose a security that is absolutely 
safe though it will yield you little, but if you wish to eat well you must be 
satisfied with an inferior security if only the yield is high.” 
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Three N 


ew Oils 


Oklahoma Producing and Refining—Pennok Oil—Boone 
Oil—Analysis of their Prospects 





By JAMES SPEED 





ALL Street’s latest sensation is 
the boom in oils. One hears 
the same tales, with a new set- 
ting, of fortunes made over 

night that have characterized every 
boom since the time financial history 
first began to be made. The bootblack 
invests his shoestring profits in the 
oils and becomes a capitalist overnight, 
the patient bookkeeper, fired by an 
overheard conversation, draws his re- 
serve from the savings bank, invests 
and lives rich and unhappy ever after. 
Only one never hears of the unsung 
thousands of bootblacks and _ book- 
keepers who backed the wrong stock 
and lost what little they possessed and 
perhaps went into debt into the bar- 
gain. 

This preamble in not an argument 
against sound investment—in fact it is 
an argument for sound investment. 
The point the writer strives to attain 
is that boom times while they may be 
opportunity-times are also danger- 
times. It is in such periods that the 
careful investor should summon all his 
resources of analysis and sound judg- 
ment and constantly guard against 
being swept along in a flood of enthu- 
siasm which at times partakes almost 
of hysteria. 


Three Stages of a Boom 

He should remember that all booms 
of all descriptions, mining, motor, or 
oil, have their well defined stages. 
First there is the period of “marking 
up,” then the stage of distribution and 
finally the period of decline. The in- 
vestor who can anticipate the first 
period and seize the opportunity of the 
second period is the one who will nat 
be concerned with what may happen in 


the third period. Supposing he is not 
fortunate in being clairvoyant—what 
then? His only protection is that of 
basing his investments upon sound 
values so that in the event of being 
“hung up” with a loss he can possess 
his soul with patience in the knowl- 
edge that he is the owner of real values 
which in time will reassert themselves 
and show him a balance on the right 
side of the ledger. 

If he has chosen dividend paying 
stocks with adequate margins of safety 
and has bought them on a good yield 
basis he is indeed fortunate for his 
only concern is the fact that he has a 
“paper” loss which is in reality only a 
theoretical loss for he knows that his 
securities are backed by real values ir- 
respective of temporary market quota- 
tions. 

With these observations in mind let 
us approach the analysis of three 
oils which recently have been very 
much in the limelight. 


Oklahoma Producing & Refining 

This concern is “new” only as it 
was recently listed on the New York 
Stock Exhange. The company was in- 
corporated February 18, 1916, in Dela- 
ware. It was organized to acquire cer- 
tain oil properties and was originally 
capitalized at $2,000,000 par $5. In 
March of 1916 the capitalization was 
increased to $5,000,000 and to $10,000,- 
000 in February, 1917. 

Of the stock $1,500,000 was issued to 
purchase the property of the Sperry 
Oil & Gas Co., $500,000 was offered 
on June 26, 1916 at $6 per share, for 
the purchase of additional properties, 
$1,246,940 was exchanged for $498,776 
capital stock of the Muskogee Refin- 
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ing Co., $1,753,060 was subscribed by 
stockholders December 11, 1916, at $8 
per share, of which $687,500 was used 
in part payment of the Osage-Hominy 
stock and part payment of obligations 
of Sperry Oil & Gas Co. and in pur- 
chasing other properties, $2,500,000 
was subscribed by stockholders in 
July, 1917, at $8 per share, the pro- 
ceeds being used to purchase control 
of Union des Petroles d’Okla and the 
remaining outstanding stock issued in 
exchange for Osage-Hominy stock and 
other acquisitions. 

In March, 1918, the Oklahoma Pro- 
ducing & Refining Corporation of 
America was organized with a capital 
of $25,000,000—$13,500,000 issued to 
the Oklahoma Producing & Refining 
Co. and $8,000,000 to Union des 
Petroles d’Okla for the purpose of con- 
solidating the following subsidiaries— 
Sperry Oil & Gas Co., Muskogee Refin- 
ing Co., Crown Petroleum Co., Crown 
Pipe Line Co., Monitor Oil & Gas Co., 
Terrain Oil Co., Tulsa Oil Co., Okla 
State Oil Co., and Reese Oil Co. 

Properties 

Oklahoma’s properties and leases 
are on about 15,000 acres in the Cush- 
ing, Glen Pool and Augusta districts 
of Oklahoma and Kansas. It has a 
production of about 6,000 bbls. per day 
and owns jointly with the Sinclair 
Gulf Corporation, nearly 5,000 acres 
situated a few miles north of the town 
of Hominy, in Osage Nation, Okla- 
homa, on which there is a production 
of about 12,000 bbls. of oil and 6,000 
bbls. of casinghead gasoline. . Other 
holdings embrace about 50,000 acres 
of undeveloped oil lands in Oklahoma 
and Kansas. The map herewith shows 
the company’s main holdings. It has 
about 1,800 wells situated in the oil 
districts which are shown by the 
shaded areas. In the Ranger-Brecken- 
ridge field in Texas, which is about 200 
miles and 20 miles wide, the company 
has 2,200 acres where drilling is now 
going on. The company has a small 


production in Illinois and Kentucky 
which are not shown on the map. Near 
the center of the map the 84 miles of 
the Crown Pipe Line Co., connecting 


with the company’s refinery at Musko- 
gee, may be noted. This refinery has 
a capacity of 4,000 bbls. of crude, and 
surplus oil is sold to Cosden & Co., 
Texas Co., Sapulpa Refining Co., and 
Chanute Refining Co. The company 
owns 250 tank cars, upwards of 30 mar- 
keting stations and 84 miles of pipe lines. 
Earnings 

For the 1917 fiscal year Oklahoma 
Producing & Refining earned for 
dividends approximately $1,000,000, 
equivalent to 10% on the outstanding 
stock. Earnings for the nine months 
ended September 30 last were equiva- 
lent to about 31% on the stock before 
depreciation, depletion and taxes. It 
is estimated that the year as a whole 
will show approximately 30% on the 
stock after all deductions. 

Oklahoma Producing & Refining as 
the company stands today has the full 
cycle of the oil business, 1. e. its activi- 
ties embrace production, transporta- 
tion, refining and selling. 


Strategic Foreign Position 

In addition the company possess a 
valuable strategic position in reference 
to marketing its products. It is the 
only company which owns control of 
a company in France—the Union des 
Petroles d’Okla—and as it is but 
natural that foreign countries after 
the war would favor their own oil com- 
panies, it would appear that in the ex- 
port business to France the com- 
pany has a distinct advantage over its 
competitors. The management is com- 
mitted to an aggressive building up of 
foreign business. 


The Outlook 
Oklahoma Producing & Refining 
bears the earmarks of a strong, grow- 
ing organization. Its progress is in- 
dicated by the following tabulation of 
earnings for dividends since incorpora- 
tion: 


Sept. 30, 1918 (9 mos.) $3, 131 ,733* 

*Before depreciation, depletion and 
taxes. 

At 9 the stock yields approximately 
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5.5% which makes it evident that the 
stock has discounted to some degree 
its earning and prospects. 


Pennok Oil Co. 

The name Pennok is a combination 
of the abbreviations Pennsylvania and 
Oklahoma. The company is engaged 
in the business of producing oil and 
natural gas in the states of Oklahoma, 
Kansas and Texas and its interests em- 
brace what is known in the oil trade 
as the “H. J. Parker properties.” All 
told the company has leases on. up- 
wards of 23,000 acres of oil lands. 

The company was incorporated in 
January of this year under the laws of 
Delaware and has a capitalization of 
$5,000,000 of which $3,000,000 is out- 
standing, par $5. Like the company 
just discussed it has no preferred stock 
or bonds. 

Due to the fact that this company is 
brand new and in an active develop- 
ment stage, there is not much in the 
way of definite information on which 
the investor may base his judgment. 
Many of the company’s properties are 
settled producers, dating, in some in- 
stances, as far as five years back, 
while others are still in the prospect 
stage. 


In the Ranger Field 


Like the Oklahoma Producing & Re- 
fining the Pennok Oil Co. has holdings 
in the so-called “proven area” of the 
Ranger field and these holdings total 
upwards of 2,200 acres. One well in 
that district is producing about 400 
bbis. a day and when completed will 

produce, it is estimated, from 1,500 to 
5.000 bbls. daily. The company is de- 
veloping its properties aggressively in 
this district and expects that the re- 
sults will be to a high degree satisfac~ 
tory. The Texas holdings consist of 
leases and properties in Marion, East- 
land, Brown, Coleman, McCullough, 
Palo Pinto and Stephens counties. The 
Marion county property is settled pro- 
duction. 

The company’s Kansas production 
comes from properties in Butler county 
and Pennok also holds promising 


leases on land in Greenwood, Cowley 
and Morris counties. 

The Oklahoma leases and properties 
are situated in Carter, Comanche, Cot- 
ton, Creek, Hughes, Kay, Marshall, 
Noble, Pawnee, Haskell, Pontotoc, Ok- 
fuskee, Tillman, Tulsa and Stephens 
counties. In Creek and Tulsa counties 
the production is settled and the oil 
brings a premium. The following para- 
graph from the letter of H. J. Parker, 
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the company’s seihdent, 
bankers, is significant: 

“I might add that one of the most 
valuable assets of the company is its 
undeveloped acreage, and this applies 
especially to the Texas and Cotton 
county, Oklahoma, holdings, which, at 
present, have a very high prospective 
value.” 

Pennok Oil comes to the attention of 
the investing public well sponsored. 
The issue was made by two investment 
firms of very high rating and it is sig- 
nificant that the bankers have agreed, 
when and as the company requires ad- 
ditional funds, to provide up to $1,500,- 
000 by the purchase of stock, without 
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commission, to net the company not 
less than par. 

The management of the company has 
stated that the stock will be placed on 
a 10% dividend basis in the near future 
and that such a procedure is amply 
justified by earnings. Unofficially we 
learn that the company is earning at 
the rate of about 30% on par. : 

The question arises as to whether 
Pennok as a non-dividend payer is not 
selling high enough at approximately 
13 or 20% above par. Obviously it has 
discounted the future to some extent. 
Lacking such definite information as 
an earning’s statement or balance sheet 
one cannot regard the stock as in the 
investment class as yet but the well 
known conservatism of its sponsors 
and their estimate as to the company’s 
future entitle it to be ranked well up 
among the new and promising oils. 


Boone Oil 


One of the very latest arrivals in the 
oil family is the Boone Oil Company, 
which was incorporated in the State of 
Delaware, 1917, and traded in on the 
Curb for the first time a week ago. Cap- 
italization, $2,000,000, par $5. Issued 
$1,000,000. Notes, $2,000,000 au- 
thorized, $835,000 issued. Officers: W. 
J. Hulings, president, Oil City, Pa., who 
is also Congressman of that district and 
an oil man, N. O. Wilhelm, secretary and 
treasurer. Directors: J. Mercadante, 
head of the Nafra Steamship Lines, 120 
Broadway, New York City, W. J. Hul- 
ings; J. Metzler, Shreveport, La.; D. 
Frank Carden, Dallas, Texas; A. H. 
Reed, New York City. 

Regarding earnings, these were ap- 
proximately $25,000 in December, 1918, 
or roughly, $300,000 per year. 

The company has approximately 700 
acres of producing territory in the 
Caddo Fields, La. Production of this 
is between 650 and 700 barrels per day. 
This is all proven territory and only 
has fourteen wells now on it. One well 
to fifty acres can be drilled, so that 
there is a possibility of putting more 
than one hundred wells upon this 


tract of which 90% or more should be 
producers. 

With regard to a lease of 216 acres 
in this field, a well has been drilled by 
the company showing a very large 
cubic footage of gas per day with 
about fifty barrels of oil. It is prob- 
able that the company will drill this 
hole deeper into the gas sand if it does 
not blow itself into larger oil produc- 
tion very soon. 

About 400 feet west of this well, a 
well was recently brought in producing 
1300 barrels per day. Between 
twentv-five and: forty wells can be 
drilled on this acreage. The company 
has also acreage in the Goose Creek 
field in Texas, upon which a well is 
being drilled, and there are great ex- 
pectations of a large producer in this 
well. 

The Boone Company has a three- 
quarter undivided interest in approxi- 
mately 3,000 acres of lease in Palo 
Pinto, Jack and Young Counties, 
Texas, upon which a well is being 
drilled. This is the first of a tract for 
four wells to be drilled on these leases. 
When the fourth well is drilled, the 
company automatically is given an 
option to buy approximately 5,000 
acres of lease at ten dollars per acre. 
This latter territory is spoken very well 
of by geologists and there is at present 
a one hundred barrel per day well 
within 1,100 feet of one of these tracts, 
and other wells in the vicinity. 

The company owns 37,000 acres of 
land in Missouri in Washington 
County, upon which good reports have 
been made regarding the lead and zinc 
content. This land is owned in fee by 
the Boone Company. The Boone 
Company also owns 60% of the stock 
of the Reyes Corporation, which Cor- 
poration owns oil and gas leases on 
200,000 acres of land in Columbia, 
South America, not far from some of 
the territory held by the Carib Syndi- 
cate. These leases are said to have 
prospects of production of fuel oil 
equal to the famous Tampico fields of 
Mexico. 
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Anaconda’ s South American Mines 


Estimated Will Earn $8,400,000 a Year—Will Produce 
140,000,000 Pounds of Copper Annually 





By PRESTON S. KRECKER 





HE Anaconda Copper Com- 
pany’s excursion into the South 
§ American mining field is a re- 
cent development, so recent, 
indeed, that probably few even of the 
company’s shareholders were aware 
until a few weeks ago that it had ac- 
quired valuable copper properties in 
that region. Announcement of the 
first bond issue ever put out by the 
Anaconda Copper Company, January 
2 of this year, amounting to $25,000,- 
000 of ten-year 6% secured gold bonds, 
called attention to the developments 
in the South American area because it 
‘was specifically stated that the pro- 
ceeds of the bond sale were to be used 
to equip the Andes Copper Mining 
Company and the Santiago Mining 
Company. 

The South American properties 
owned by. these subsidiaries of the 
Anaconda Copper Company were ac- 
quired, as a matter of fact, only three 
years ago. First official mention of 
these was made in the annual report 
of the company for the year 1916. 
Some of the properties have been ac- 
quired since that date, and it can be 
added that the company’s exploration 
organization is working continually in 
the South American field. All of those 
so far mentioned in official statements 
of the company are located in Chile. 


Not Yet Producing 

None of the Anaconda’s South 
American properties are producing 
mines as yet, and none will produce for 
another three years. They all were 
new mines when the company acquired 
them, and, owing to the abnormal con- 
ditions created by the war, it has been 
impossible to push development work 
and complete the extensive construc- 


tion programme of the company. Dif- 
ficulties with which the management 
had to contend included high prices 
for construction material and delays 
in securing deliveries. It was evident 
to the Anaconda interests that these 
properties could not be equipped in 
time to take advantage of the high war 
prices of copper metal, and it therefore 
was decided to defer the actual work 
of construction of mining, milling and 
reduction plants until a more favorable 
period. In the meantime only develop; 
ment work was carried on with satis- 
factory results, for it disclosed the 





ANACONDA’S NEW ASSETS EXCEED 
PAR VALUE OF STOCK 

Fixed assets added in 5 y’rs $44,806,626.91 

Investments added in 5 years 14,302,830.70 


Mining properties in South 
America acquired last 3 





$119,109.457.61 


Total 
Par Value of Total 
Outstanding stock 


Balance new assets 


$2,546.957.61 
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presence of immensely ~valuable ore 
bodies. It has been shown that a ton- 
nage of ore of profitable grade in ex- 
cess of 100,000,000 tons exists in the 
Potrerillos mines alone. Now that the 
war is over and shipping and manufac- 
turing conditions are becoming better, 
the Anaconda management is prepar- 
ing to complete its plants and start 
mining operations. It was for this rea- 
son that the recent new financing was 
done at this time. The company is 
now adequately furnished with work- 
ing capital for its South American 
properties. 
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Officials estimate that after the ex- 
piration of the three years necessary 
for completion of plants to contem- 
plated capacity, output of copper from 
the South American mines of the com- 
pany alone will reach an annual total 


of 140,000,000 pounds of refined metal. . 


The South American properties of 
the Anaconda Copper Company fall 
into three distinct groups. ese are 
the Potrerillos mines, the Lo Aguirre 
mines and the Africana mines. The 
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most important of the three, as far as 
resent development indicates, is the 
otrerillos properties. These were ac- 
pares yng meee Salles in 1916, 
the Andes er Mining Com 
being posal “ the Anaconda inter 
ests for that purpose. This company 
has an authorized capital stock of $50- 
000,000, divided into 500,000 shares 
having a par value of $100 each. 
Under the plan arranged for this ac- 
quisition a second coporation, known 


as the Andes Copper Company, was 
also organized as a holding corpora- 
tion, with an authorized capital of $50,- 
000,000, divided into 2,000,000 shares 
having a par value of $25 a share. All 
of these shares are owned by the Ana- 
conda Copper Company with the ex- 
ception of possibly a few small 
amounts. The Andes Copper Company, 
in turn, owns all of the issued stock of 
both the Andes Copper Mining Com- 
pany and of the Potrerillos Railway 
Company with the exception of di- 
rectors’ qualifying shares in each sub- 
sidiary company. 

Ores of the Potrerillos mines run in 
vein formation. Development work of 
a preliminary character carried on at 
the properties has verified early esti- 
mates that ore reserves of profitable 
hes on these — alone exceed 

00,000,000 tons. The property at the 
mine and mill site consists of the fol- 
lowing: The Potrerillos group of min- 
ing claims, 1,003 acres; mill-site group 
of mining claims, 1,200 acres; mill-site 
group of 28 salts of potash claims, - 

954 acres; interconnecting mining 
claims, 144 acres. Operations on the 
properties during 1917 resulted in add- 
ing to previously developed ore a total 
of 5,434,081 tons of an average grade 
of 1.54% copper. The Official report 
on this development is the only state- 
ment yet issued by the company show- 
ing what grade of ore these Potrerillos 
mines average. Preparations are being 
made to house 1,500 employees in the 
comfortable and _sanita manner 
which is characteristic of the Ana- 
conda Copper Company’s management. 


The Potrerillos Railway property is 
a vital adjunct of the Potrerillos min- 
ing claims, because it links them with 
the seaboard through lines of an aggre- 
gate mileage of 102.35 miles. Conces- 
sions originally secured from the 
Chilean Government by William Bra- 
den, were acquired by the Andes Copper 
Company. The road intersects with 
the State Railway of Chile. Its sea 
level terminus is at Barquito, where 
the company during the year just 
ended has completed wharfs and ware- 
houses. Fifty-eight miles of main line 
road also have been finished and work 
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is being pushed on the section from the 


mill site to the mine, a distance of 5.5° 


miles. A temporary power plant, a 
transmission line from coast to coast, a 
water supply line are under construc- 
tion and definite plans for permanent 
plant and equipment are in course of 
preparation. That is as far as the com- 
pany has been able to get owing to 
unavoidable delays in installing ma- 
chinery. The economies possible 
through ownership of its own trans- 
portation system by the Anaconda 
Company are obvious. 


The Lo Aguirre Group 

The Lo Aguirre Mines, constituting 
the second group of South American 
properties of the Anaconda Copper 
Company, consist of five claims, com- 
prising about 500 acres, located about 
20 kilometers west of the city of Santi- 
ago, Chile. These properties are owned 
by the Santiago Mining Company, 
which in turn is controlled by the Ana- 
conda Copper Company. The stock 
aggregating in par value the cost of 
the properties, plus the amount of 
money expended to date of organiza- 
tion in 1917, was issued to the amount 
of $1,681,171, out of a total authorized 
capital of $10,000,000, par value of 
shares $25. 

An official description of the Lo 
Aguirre Mines says that the ore oc- 
curs as a disseminated deposit. De- 
velopment work originally was begun 
on hies mines in March, 1914, and by 
the summer of 1917 there had been 
developed more than 6,000,000 tons of 
ore, carrying from approximately 
1.75% to 3.35% copper. The average 
of all tunnel samples was 2.44%. e 
ore is of mixed sulphide and oxide 
character. It is believed that the ore 
body contains a much greater tonnage 
than the amount developed, the official 
estimate being 16,000,000 tons. 

About three miles east of the lo 
Aguirre Mines are located the Africana 
Mines. The Anaconda Copper Com- 
pany has acquired options on virtually 
the entire property. Here the ore oc- 
curs in vein formation. The mine was 
developed to depths of from 50 to 338 
feet and disclosed high-grade ores, run- 


ning from 414% to 9% copper. These 
ores are particularly desirable on ac- 
count of the excess sulphur content, 
which, manufactured into sulphuric 
acid, can be used for leaching the oxi- 
dized ores of the Lo Aguirre Mines. 
The plan of initial development con- 
templates the development of Africana 
to a production of 500 tons of ore a 
day, and of Lo Aguirre to a production 
of 750 tons of ore. Development of ore 
bodies is being continued, but construc- 
tion of mining and metallurgical works 
has been deferred until resumption of 
normal conditions. 

The Anaconda company will, as it be- 
comes necessary, advance funds for the 
requirements of the Sanitago company, 
taking its stock at par for such ad- 








ANACONDA’S EARNINGS FOR FIVE- 
YEAR PERIOD 
Net After Dividends 
Interest Paid 
$12,050,857.41 $12,997,500 
9,635,216.05 9,077,500 
18,596,384.55 9,325,000 
57,941,835.29 17,484,375 
39,721,188.39 19,815,625 
27,115,499.07 13,987,500 


$165,060,980.70 $82,687,500 
82,687,500.00 





Balance earn’gs. $82,373,480.70 
*Nine months ended Sept. 30. 








the 
financing o company, the Ana- 
conda company will own approximately 
80% of the issued stock of the Santiago 
company, while the remainder will be 
owned by William Braden and his as- 
sociates. 

Besides these mining properties 
proper, the Anaconda Copper Company 
owns large tracts of land adjacent to 
its Chilean mining claims, which were 
acquired for the sake of securing water 
rights and to control intervening 
space. These are the Lo Aguirre and 

arfana farms. The former consists 
of 17,387 acres and the latter of 980.3 
acres. Adequate supply of water for 
mining a metallurgical purposes is 
assured the company, which also is 
protected from liability for damages to 


vances. 9 completion of 
the 
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farm lands in the vicinity of the pro- 
posed reduction works. 


Chairman Ryan’s Expectations 
What the management of the Ana- 
conda Copper Company hopes to reap 
in the way of financial rewards when 
capacity production is reached by the 
properties described was indicated in 
the recent statement issued by Chair- 
man John D. Ryan, at the time the new 

bonds were floated. He then said: 
“The South American mines have 
not as yet been fully explored, but suf- 
ficient ore has been developed to insure, 
upon a basis of a cost of 9 cents per 
pound of copper, which is believed to 
be liberal, and a price of 15 cents per 
pound, which is conservative, aggre- 
gate earnings in excess of $100,000,000 
within a period of twelve years after 
reaching the output for which plant 
and equipment are now being designed. 
“The minimum worth of these prop- 
erties may be indicated in terms of 
present worth, which it is calculated 
after making provision for the com- 
plete amortization of all capital re- 
quirements, is as of January 1, 1919, 
in excess of $60,000,000 net, taking only 

edeveloped ore into consideration.” 
The total cost of these properties to 


. 


September 30, 1918, is officially given 
as $15,234,914.90, so that it would ap- 
pear that the company has driven a 
very good bargain in the acquisition. 
Assuming that Chairman Ryan’s esti- 
mate of the producing costs and selling 
values of copper prove correct, it is 
possible to reach an idea of what these 
recent acquisitions of the Anaconda 
Copper Company mean to shareholders. 
A production cost of 9 cents a pound 
and a selling price of 15 cents a pound 
would leave a net manufacturing profit 
of 6 cents a pound. On 140,000,000 
pounds a year that would be equiva- 
lent to $8,400,000 annually. This 
would be equivalent to $3.60 a share 
on the 2,331,250 shares outstanding of 
Anaconda Copper Company stock be- 
fore allowances for interest, taxes, etc. 
Interest charges alone would probably 
be in the neighborhood’ of $300,000, as 
the Anaconda Copper Company already 
has issued $25,000,000 of 6% gold bonds 
to finance these properties, and plans 
to issue at least $25,000,000 additional. 
But there still would remain a balance 
equivalent to $3.50 a share on the stock. 

It is apparent, therefore, that the 
Anaconda Copper Company has ac- 

uired most valuable assets in South 

merica, which in a few years will 
enormously increase its earning power. 





MARKET STATISTICS Breadth 
Dow-Jones Avgs. 50 Stocks No. 

40 Bonds 20 Ind. 20 R.R High Low TotalSales Issues 
Monday, Sm; Bes 3 78.82 81.79 83.90 73.47 72.86 438,400 219 
Tuesday, cates OUAE y. 78.67 82.00 83.97 73.52 72.92 271,800 216 
Wednesday, ” 15...... 78.64 82.40 83.85 73.49 72.94 415,300 203 
, eae Sep 78.59 82.20 83.31 73.51 72.67 490,000 228 
Friday, ee are 78.48 81.35 82.99 72.80 71.71 600,500 214 
Saturday, PR a ee 78.45 80.93 82.62 73.52 71.38 315,900 193 
Monday, i ee 78.10 80.14 81.69 71.65 70.79 546,000 227 
Tuesday, ” 21...... 7793 79.88 80.86 70.98 69.73 680,400 233 
Wednesday, ” 22...... 77.78 80.06 81.40 70.92 70.18 464,300 218 
Thursday, ” 23...... 76.83 80.26 82.08 71.34 70.56 415,000 207 
Friday, *: Mheuecs 77.76 81.75 82.68 72.25 71.21 605,000 220 
Saturday, OC Bias 78.00 81.33 82.70 72.70 71.73 413,800 203 








UNLISTED SECURITIES 
General Asphalt—Oil and Industrial 


A New Era in Asphalt Business—Oil Possibilities and Out- 
look for the Company 





By A. U. RODNEY 





ERIODICALLY, Wall Street 
makes a “find.” In each suc- 
cessive speculative era there 

=m appears a new favorite whose 
stock market gyrations, discounting 
future prospects, stir the speculative 
soul, 

Such occurrences spell the lure of 
Wall Street, and in fact make the fol- 
lowing of the security markets the 
most interesting business in the world. 
As far back as stock market memory 
goes, a favorite has appeared, a favor- 
ite whose future possibilities defied 
statisticians, whose prospects could 
only be measured by the extent of the 
imagination. In the old days Reading, 
Union Pacific, U. S. Steel; in 1915 
Bethlehem Steel, General Motors, 
Electric Boat, etc. 

Mexican Petroleum, the most recent 
market feature, is a good example of 
a new favorite and belated recognition 
of future possibilities. When “Mex. 
Pete” sold under par, every one knew 
as well as they do now that the future 
held wonderful possibilities for the com- 
pany. 

Has a new “Mex Pete,” Beth, Steel 
or General Motors appeared? General 
Asphalt is approaching a new era, both 
in its regular business and as an oil 
company. The stock, lying dormant 
for a long time, has suddenly come to 
life. What is its outlook? 


A Long Foundation Laid 


In the “good old days” of political 
corruption with its bribery and under- 
ground contract work, the asphalt 
companies, doing most of their busi- 
ness with Government officials, had a 
merry time of it. All sorts of onerous 


contracts were undertaken, favoritism 
was shown, with the result that the as- 
phalt companies entered into a period 
of “cut-throat” competition which 
threw them into bankruptcy. In 1901 
the National Asphalt Company and the 
Asphalt Company of America, con- 
trolled by the former company, passed 
into the hands of a receiver, and 
under the reorganization of July, 1902, 
the General Asphalt Company was or- 
ganized to take over the properties 
owned or controlled by the bankrupt 
companies. General Asphalt was 
formed as a holding company under 
which is controlled the Barber Asphalt 
Paving Company, the New Trinidad 
Lake Asphalt Company, Ltd., the New 
York & Bermudez Co., the New Uin- 
tah Railway Company and the Trini- 
dad Lake Petroleum Company, Ltd. 
These companies control practically 
the entire real asphalt (real asphalt, as 
obtained from Asphalt Lakes and not 
the “artificial” asphalt which is a resi- 
due of petroleum) of the entire world. 
Through its subsidiary companies, 
General Asphalt Company owns large 
asphalt deposits and extensive land 
holdings on the Island of Trinidad and 
Venezuela, also large deposits of high- 
grade asphalt, commercially known as 
“Glisonite,” in Colorado and Utah. 
The Barber Asphalt Co. owns the 
largest factory in the world for refin- 
ing asphalt at Maurer, N. J. Its fac- 
tories and plants are complete in every 
way. In addition to this factory the 
company owns four other factories, 
situated on the Island of Trinidad, at 
Brighton and at Guatemalo, Venezuela 
and at Des Moines, Iowa, and a large 
machine shop at Buffalo, New York, 
All of these are excellently equipped. 
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Through the many years since the 
formation of the present company, the 
management has struggled to over- 
come the bad precedent and bad effects 
of former activities in the asphalt busi- 
ness. Slowly but surely it has built 
and maintained its business on as 
sound a basis as possible, always en- 
deavoring to stand alone in the asphalt 
field. Active steps have been taken 
to secure the control of the Vene- 
zuelan product, and especially of oil 
for “fluxing” the raw asphalt. With 
such a far-sighted policy adopted, all 


are well underway for the diversifica- 
tion of its business. Under former 
contracts, whereby the General As- 
phalt Company agreed to pay for up- 
keep, money was lost in each succeed- 
ing year since the cost of this construc- 
tion and repair rapidly overtook profits. 
These contracts have practically all 
expired and the new ones that are 
being let in large volume will be on a 
basis whereby substantial profits can 
be made. 

Besides its regular business, General 
Asphalt will derive large earnings 

















Oil From Bababui Well Flowing Through Trough 





preparations were made on the basis 
of eventual profitable business on a 
large scale, and preceding years were 
put down rather as development work 
than as money-making years. Condi- 
tions are now such that the General 
Asphalt Company is ready for its busi- 
ness in the proper way, disregarding 
its activities in the oil field. 


Its Asphalt Business 


General Asphalt is just turning the 
corner in its asphalt business. Old 
contracts are being terminated, unfa- 
vorable agreements cancelled and steps 


from its by-products such as asphalt 
paints and varnishes, which have a 
variety of uses for insulation and 
waterproofing generally. A large field 
for the company’s operations will be 
found in the sale of fireproof roofing 
materials, flooring materials and other 
chemical lines. 

That General Asphalt can lay claim 
to being a real peace stock can be seen 
when it is realized that its activities 
suffered the greatest curtailment dur- 
ing the war. There was practically no 
building of roads going on or other 
peace time building upon which Gen- 
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eral Asphalt is dependent. As a mat- 
ter of fact, the importation of asphalt 
was agreed to be one of the least neces- 
sary during the war, and shipments 
were curtailed accordingly. From 
1914, until this country entered the 
war, the large European business was 
entirely cut off and business in this 
country and South America was at a 
minimum. Of course, when we entered 
the war, this situation was aggravated 
and business was a negligible quantity. 

It is obvious that this situation is re- 
versing itself sharply now. Roads in 
this country and in Seon e are all out 
of repair and one of the first peace ac- 
tivities to be resumed will be repair- 
ing and rebuilding. Already several 
states and municipalities have made 
appropriations and issued bonds for 
the construction of roads. Penn- 
sylvania and Illinois have already pre- 
pared for the expenditure of about 
$60,000,000 each in road construction 
and estimates from the federal Gov- 
ernment place the minimum expendi- 
ture on highway construction in this 
country for 1919, at $300,000,000. The 
daily release of tonnage allows Gen- 
eral Asphalt to make its preparations 
for the movement of its material on a 
large scale. 

In fact, earnings statements already 
show the turn. Although earnings in 
1917 were not large, 3.72% having 
been earned on -the common stock, 
they were slightly in excess of the 
earnings the year previous and earn- 
ings for the 1918 year (those avail- 
able) are running at a rate double that 
of the previous year. In fact, if Gen- 
eral Asphalt earned 6% on its com- 
mon stock in 1918, the present price 
of around 50 would be amply justified, 
taking into consideration its outlook 
as an industrial enterprise alone. 

But what of oil? Therein lie pos- 
sibilities that can only be measured by 
the imagination. 


Oil Possibilities 


Oil was never produced on a large 
scale by the General Asphalt Com- 
pany and what oil production it had, 
came mostly from the island of Trin- 


idad. Before we go any further, it is 
well to state that this Trinidad oil is 
of practically no commercial value and 
is valuable only to the General As- 
phalt Company in that it affords a 
fluxing oil for mixing with Asphalt. 
Of course, this is a good feature in 
that it makes the company indepen- 
dent of outside supply in this respect. 
As a matter of fact, this is really the 
only reason General Asphalt became 
interested in oil. It cared nothing 
for an oil output as an oil company, 
but wanted its asphalt “monopoly” 
to be complete in every detail. Therein 
lies a tale. 
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The British Government in _ its 
strenuous endeavor to be free from 
the two great oil trusts, one in the 
Eastern and the other in the Western 
hemisphere, strained every nerve to 
bring in oil production of its own. A 
group of capitalists, made up of the 
African diamond mine crowd and 
backed by the British Government, 
obtained a two-year option from the 
Venezuelan Government to search for 
oil. 

This was a great surprise to the 
General Asphalt Company, and it was 
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in mortal fear that asphalt (not oil) 
would be discovered and that compe- 
tition on a large scale would have to 
be faced. These British interests, 
however, were dilatory in their search 
and at the expiration of their option 
they had found nothing. Immediately, 
the General Asphalt Company se- 
cured a similar option from the Vene- 
zuelan Government, fitted out 48 ex- 
peditions made up of the most prom- 
inent geologists and started to cover 
the territory systematically. 

As a result of its exploration work, 
General Asphalt found that oil was 
available in huge quantities and im- 
mediately proceeded to lease territory 
covering approximately 1,000 square 
miles. Needless to say, this territory 
is made up of proven oil lands, and 
General Asphalt saw unlimited pos- 











ASPHALT’S OIL OPERATIONS 
Oil Production Oil in Stock 


(Barrels) (Barrels) 
ps janbeeenen — eases 
De. sccheetient See ee 
SP ies cakede cs 566,681 446,482 
BOP *bavddedaxe 354,470 367,963 
BEE Weadewewes 302,302 225,000 
NTs saaccaae 219,991 *138,437 





*Eleven months ended Dec. 31, 1917. 


Other years ended January 31. 
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sibilities for the future. Realizing 
that drilling for oil, securing markets, 
etc., was costly work, General As- 
phalt quietly made arrangements with 
the Royal Dutch Company and affil- 
iated Rothschild interests to work the 
property. Under the terms of the 
agreement, the Royal Dutch interests 
agreed to supply the necessary capital 
at market rates, taking a preferred 
stock of a holding company, the Bur- 
lington Company, in ‘exchange. It 
might be added here that this stock 
is entitled to its 6% dividend only and 
eannot share in any profits made in 
excess. 

Thus the General Asphalt Company 
is put in the enviable position of being 
able to derive profits on the oil mar- 
keted, without being obliged to risk 
its own capital. The General Asphalt 


Company holds about half of the com- 
mon stock of the holding company, 
the Burlington Company, and the 
other half is held by the Royal Dutch 
interests. The profits from oil will be 
shared equally therefore, by General 
Asphalt and the Royal Dutch inter- 
ests. The Burlington Company has 
its assets in the entire ownership of 
the Caribbean Petroleum Company, 
the operating concern. 

Already wells have been drilled on 
this territory and are now capped, 
awaiting transportation and refinery 
facilities. To date, Royal Dutch in- 
terests have spent approximately $7,- 
000,000 on pipe lines, drilling and con- 
struction, in one form or another, this 
including the cost of the large refinery 
on a neighboring island, which has a 
deep water harbor. Today, the oil 
ew is handling a production of 
8, barrels and accurate estimates 
place immediate production at 50,000 
barrels per day as soon as the com- 
pany is ready to take care of it. Prepa- 
rations are under way for an imme- 
diate and additional expenditure of 
$35,000,000. 

To fully appreciate the position of 
General Asphalt with regard to oil, it 
must be borne in mind that an inten- 
sive program of development is under 
way. Some may advance the argu- 
ment that the placing of General As- 
phalt’s oil properties on a big paying 
basis may be a long drawn-out pro- 
cess. Here are the facts. The British 
Government is starved for oil, and as 
a good and immediate source of supply 
can be obtained by operations in Vene- 
zuela, little time will be lost in push- 
ing production. In addition, the Royal 
Dutch interests are handicapped in 
their operations in Roumania and in 
Russia, due to political conditions, 
and will undoubtedly turn to the next 
source of supply. When it is realized 
that General Asphalt’s oil properties 
cover 1,000 square miles, it can be 
seen that there are few if any oil com- 
panies which have the potential pro- 
duction that is obtainable here. 

Another favorable factor lies in the 
position of the Venezuelan field. It 
is probably not realized that it is a 
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shorter distance from the Trinidad re- 
fineries and from northern Venezuela 
to New York, the West Coast of South 
America, the Panama Canal and Eu- 
rope than it is from the Mexican Oil 
ports. Obviously, a large share of the 
fuel oil business will be secured by 
General Asphalt’s oil subsidiary, in 
that it can stock up ships right at its 
refinery, can ship to the Panama Ca- 
nal for refilling and even up North to 
New York and to Europe. The grade 
of oil obtained here is of an asphaltic 
base, but is claimed to be as good if 
not better than Mexican oil. This, of 
course, does not refer to the so-called 


authorized $14,000,000 preferred and 
issued $13,140,000; and authorized 
$17,000,000 common and issued $9,- 
861,000. Of the $17,000,000 common, 
there is $139,000 in the treasury, and 
$7,000,000 held in trust for conversion 
of preferred stock into common on the 
basis of 1% shares of common stock 
for each share of preferred stock. This 
conversion privilege under the terms 
of the agreement can be made at any 
time, by the holders of the preferred 
issue. The company’s funded debt 
consists of $1,054,390 6% first mort- 
gage debentures of the New Trinidad 
Lake Asphalt Company Ltd., which 
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Trinidad oil, which is very heavy and 
of a very poor quality. 

What will be the outcome of the 
General Asphalt’s oil activities can 
not be figured at present, but large 
profits are going to be obtained from 
this field, and it should not take very 
long either. 


Financial Structure 


With a comparatively small capital- 
ization, General Asphalt’s prospects 
loom even larger. Of the total stock 
outstanding of $23,100,000, there is 


were issued to take up and retire an 
issue of $852,000 of the Barber As- 
phalt Paving Company’s 6% gold de- 
bentures, and $1,616,900 of the Gen- 
eral Asphalt Company 5% debentures. 
In addition there are $1,900,000 6% 
sinking fund debentures now outstand- 
ing. 

It is true that for the past ten years, 
General Asphalt had an average earn- 
ing power of only 334% per share on 
the common, but as stated before, As- 
phalt’s previous years were ones of 
preparation and construction for the 
big things to come. In 1913, 7.02% 
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was earned on the common and in 
1914, 6.61%. (See table.) 
Nevertheless, net assets applicable 
to the common stock, amount to nearly 
$21,000,000 or about $213 per share on 
the common stock. Dividends have 
been paid on the preferred stock reg- 
ularly, a sufficient amount having been 
earned in all but one year, 1915. Gen- 
eral Asphalt, then, with its moderate 
capitalization on its asphalt business 
and no capitalization on its prospec- 
tive oil business is one of the few 
“oil companies” that has not antici- 





of a sound 5% preferred stock, with 
excellent speculative possibilities. 

Since the stock has the conversion 
privilege into common on the basis of 
1% shares of common for each share 
of preferred, its speculative possibili- 
ties are almost as great as the com- 
mon stock. The issue will probably 
always maintain a price level of 1% 
times the common stock, and in that 
way, is entitled to share in extra large 
profits if they are made from oil. In 
addition, of course, it has the 5% 
dividend. 











GENERAL ASPHALT’S INCOME ACCOUNT FOR TEN YEARS 








Total Revenues Total Income Net Income Surplus 
ee Pere ee $11,818,529 $1,801,512 $1,027,131 $766,414 
ee eee 13 1,819,689 1,031,741 379,974 
SR rere rc 16,004,173 1,981,334 1,102,076 319,982 
Me” Sadiseeneeeabacees 16,542,281 2,069,035 1,074,295 $685,376 
RRO Pe a 14,99 2,226,369 1,343,698 691,968 
BD waevinthoss haces? 15,279,350 2,169,989 1,303,753 651,780 
.. epee 10,797,704 1,146,364 310,701 342,004 
eee ot 10,445,7 1,721,425 934,471 281,766 
ROR eT oer 11,677,309 1,671,946 921,965 269,260 
FREE op sss 0 re deueuies 12,559,312 1,997,889 1,019,350 366,645 

tDeficit. *Eleven months ended Dec. 31, 1917. Previous years ended January 31. 
pated its possibilities in capital The common stock affords excellent 
issues. possibilities for the long pull. Even 


A Real “Find”? 

What then is the position of Gen- 
eral Asphalt’s stock? The preferred 
issue has had a rise along with the 
common and is selling currently 
around $85 per share. With its record 
as a regular dividend payer for many 
years, with earnings well in excess of 
the dividend requirements and best of 
all, with the outlook for its asphalt 
business, better than ever before, the 
security is working into the position 


at its present price of around 50, it is 
not too high on the basis of earnings 
on the asphalt business and its future 
bright prospects. But in oil, there is 
no limit. A purchaser of the stock 
now, should put it away, for a year or 
two, and by that time there should be 
a substantial reward for his patience. 

General Asphalt is a real “find.” Its 
possibilities in oil are fairly compar- 
able to. those of sound Mexican oil 
companies whose stocks are selling 
considerably higher. 





Eprtor’s Nore—Since Mr. Rodney completed his above study of General 
Asphalt the common and preferred stocks have scored considerable advances 
which, of course, has discounted to a certain extent their prospects. By the . 
time this article reaches our readers a reaction may have taken place which 
will permit one to purchase on an advantageous basis; otherwise the pros- 
pective investor should exercise caution against purchasing at the high record 


prices. 





The Searchlight 


*“For Ways That Are Dark’’ the Wily 


Promoter Is 


“*Peculiar’’—Unfamiliar Angles of the Art 
—The Sentimental Promoter 





By “ QUIZZ” 





OOKING over an old volume of 
L Bret Harte, the writer came 
Mem} across his exquisitely humorous 
—<— narrative of the heathen Chinee. 
Readers of this famous American hu- 
morist will recall his poetic observation 
that “for ways that are dark, the heathen 
Chinee is peculiar.” Bret Harte was 
referring to the Oriental’s subtlety in 
professing entire ignorance of a game in 
which he proves himself to be more in- 
genious than his masters, and conse- 
quently—takes their money away. 


An examination of the constant flood 
of promotion literature, particularly the 
kind that insures a speedy fortune in 
mining and oil “investments,” convinces 
us that the heathen Chinee could not 
teach the wily promoter anything, and 
that the Bret Soe of our generation is 
overlooking an opportunity in failing to 
immortalize the species. 


The Sentimental Promoter 


The following excerpt from a “hurry- 
up” circular that came all the way from 
Indianapolis, Ind., to the writer shortly 
after the New Year, bore the date “De- 
cember 24,” and was appropriately 
headed “Holiday Greetings.” Commenc- 
ing with “My dear Stockholder” (the 
wish apparently being father to the 
thought), the President over a rubber- 
stamp signature unburdens himself thus: 

I wish it were possible for me to take you 
by the hand and look into your eyes and wish 
you a happy and prosperous New Year 
which I fully believe is in store for you if 
you take all the swift advantages of the hour. 

The writer’s appreciation of his dis- 
tant friend’s cordiality was tempered 
somewhat by the qualified greeting, as 
expressed by the little word “if.” But 
my sentimental friend says further: 

Great opportunities come to all but many 
do not know they have met them. If sorrow 
could enter Heaven, if a sigh could be heard 


there, or a tear roll down the cheek of a 
saint, in light it would be because of lost 
opportunities. 

To avoid an eternity of tears and tri- 
bulation in the hereafter, the following 
is apparently the insurance policy: 

He who makes quick use of the moment is 
a genius of prudence. Now comes the oppor- 
tunity for you to subscribe or option a block 
of stock in the Petroleum Production Com- 
pany of America the time is NOW. 
Tomorrow is a promissory note without date 
and opportunity will not accept it 
this unusual opportunity will close at midnight 
Dec. 31. Let your profits begin with 1919. 

We are going to sigh and repent later 
as we have not acted to this writing. The 
option may become valuable and the 
company a real winner some day, but 
the chances that an unknown sentimental 
friend places in our opportunity orbit 
have not been known to materialize, ex- 
cepting in the Arabian Nights, Grimm or 
Hans Andersen tales. Attrition with 
the world and some of its nasty ways 
have taught us that we gain nothing by 
listening to the soft words of the flat- 
terer, particularly when he is senti- 
mental. 


The Statistical Promoter 


Of all the alluring calculations de- 
signed to provoke the investor, the pro- 
moter with a sheaf of statistics to prove 
his proposition algebraically, mathemat-' 
ically and logically is about the most 
tantalizing, and seems to get the most 
money. Taking a recent sample, we 
have before us the 16-page circular and 
prospectus of the Mike Henry Oil Com- 
pany, chock full of figures, calculations, 
data, and a photo of Mike Henry— 
medals and Now could anything be 
plainer? 

The Mike Henry Oil Company may 
be all right, but the promotion methods 
seem to be all wrong. The sponsors 
tell us: 
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We want a cluster of lucky men. Things 
are ripe for a_ hog-killing. You have a 
chance, say to pay $250 for 2,000 shares that 
may net you $2,500 a year for the rest of 
your natural life. 

Let the writer inform the reader and 
the Mike Henry Oil Company that we 
all want a cluster of lucky men, but that 
it is a. fantastic exaggeration of every 
law of average, luck, or chance to hint 
even remotely at possible profits of 
around $50,000 on an investment of $250 
in a penny oil stock. An income of 
$2,500 a year would require $50,000 to 
be invested at 5 per cent in safe bonds. 
The statistical promoter in this case 
hints at such a possibility “for the rest 
of your natural life.” 

Although this prospectus contains the 

names of twenty officers, men in various 
vocations of respectability and appar- 
ently binding themselves individually to 
the new subscriber for the statements 
made in the prospectus, it would be in- 
teresting to get their individual answers 
to the following questions: 
‘ Do you consider it conservative to antici- 
pate the increase in the value of the Mike 
Henry Oil stock as quoted in your literature, 
namely two hundred times the investment, or 
$200: for each $1 invested? 

How much have you invested personally 
in cash, in this remarkable company! 

Do you expect a similar increase in your 
capital ? 

Do you approve every word in the enclosed 
circular? 

The investor who receives a similar 
statistical circular might try the experi- 
ment. We go further and say that he 
must try it out if he wishes to preserve 
his present means and future peace of 
mind. 

Until he receives an affirmative writ- 
ten answer, signed and dated—no long- 
distance calls, night letters, telegrams or 
interviews—he should avoid the com- 
panies whose sponsors appear to stand 
for what is apparently ridiculous exag- 
geration, which stamps their offering as a 
promotion only. 


The Reckless Promoter 
A more dangerously pernicious type is 
the kind who throws prudence to the 
winds, and in addition to exaggeration, 
statistics and sentiment will use appar- 
ently any figures or facts that will “get 
the money.” The alleged facts and 


figures are usually given without trim- 
mings, in an apparently detached kind 
of way, and often accompanied by all 
kinds of apparently irrefutable “proofs” 
such as testimonials, newspaper clippings 
and bank statements. 

Of such a kind was the promotion 
literature of the Pan Motor Company of 
St. Cloud, Minn., which a subscriber to 
THe MaGazine or WALL STREET sent 
to our Analytical Service Bureau for in- 
vestigation last summer. The literature 
was referred to the writer who duly 
furnished a report, which was trans- 
mitted to the subscriber. The conclusion 
of the report was: 

Pan Motor is not an investment, but a 
speculation fraught with considerable risk. It 
will be easy to buy the shares in the next two 
years, but not easy to sell when the investor 
needs his funds. Subscribers seeking safety 
should look elsewhere in the securities field. 

The subscriber to this report was dis- 
satisfied because he considered insuf- 
ficient statistical data was furnished 
with the report. The Analytical Service 
Bureau promptly returned his money, 
according to its rules, and asked him to 
keep the report for future reference. 


It was not surprising to us that the 
report was considered too condemnatory, 
as the literature is about the most con- 
vincing and tempting that we ever saw 
in the promotion field, and the layman 
was in no way to be blamed for the rude 
shock he must have experienced in study- 
ing the detailed criticisms presented. Jt 
is against that feeling of scepticism and 
doubt that the promoters’ skilled letter- 
writers and publicity experts throw all 
their formidable mental Dreadnoughts 
and Big Berthas, and it is extremely 
difficult for impartial and disinterested 
financial analysts, through reputable 
financial publications, the press, and the 
warnings emanating through Govern- 
ment and banking channels, to counter- 
act the effect produced. 


This subscriber had received a prelim- 
inary -poisoning—an overdose of nar- 
cotica promota sanguina—the sweetest 
poisons being the commonest, and most 
‘difficult to eradicate with any known 
antidotes. No wonder he wanted his 
money back! 

We have placed the Pan Motor pro- 
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motion in the reckless class because the 
facts were given with so much assurance 
(“nerve”) and backed by such a mass of 
apparently authentic confirmation, that 
any contradiction carrying authority 
equally weighty, would stamp all former 
statements of sponsors as reckless. 

Under date January 7, 1919, a Special 
Bulletin of the National Vigilance Com- 
mittee of the Associated Advertising 
Clubs of the World makes a special study 
of the Pan Motor Company Advertising. 
Financial opinion has long since recog- 
nized this body and its purpose “to 
create maximum public confidence in 
advertising by making all advertising 
trustworthy.” 

We wish we could quote the Commit- 
tee’s critique in full, but it comprises 
about 11,000 words. Interested parties 
can secure a copy by writing to the Sec- 
retary at Merchants Bank Building, In- 
dianapolis, Ind. The more important 
criticisms, some of which were covered 
in our special report last summer, are: 

The Pan Motor Company is a $5,000,000 
corporation, located at St. Cloud, Minn. The 
stock sells at DOUBLE PAR. 

S. C. PANDOLFO, its- president and or- 
ganizer, and his “Famous Dozen” Board of 
Directors are not shown to have any previous 
experience in the manufacture of automobiles 


or to have special qualifications to direct an 
enterprise involving the investment of $10,- 


PRIOR TO PANDOLFO’S CAREER AS 
A PROMOTER HE WAS SUCCESSIVELY 
SCHOOLMASTER, BOOKKEEPER AND 
INSURANCE SOLICITOR. 

A careful and impartial investigation of S. 
C. Pandolfo’s record prior to his present pro- 
motion activity, fails to show that he has 
proven a marked success in any of the more 
ambitious ventures with which he has been 
connected in either an organization or execu- 
tive capacity. 

Promotion literature of the Pan Motor 
Company contains REPUDIATED AND 
UNAUTHORIZED LETTERS. Some of the 
most. laudatory letters are WRITTEN BY 
OFFICERS AND DIRECTORS OF THE 
PAN MOTOR COMPANY, but on ssta- 
tionery of other firms with which these men 
are connected. 

“The BANKER, MERCHANT and 
MANUFACTURER” which is described in 
Pan Motor Company literature as*“An IN- 
FLUENTIAL FINANCIAL JOURNAL OF 
CHICAGO” containing many laudatory state- 
ments about Pandolfo and the Pan Motor 
Company, IS A JOURNALISTIC FAKE, 
issued for the use of promoters who are in 
need of its sort of service. 


The Pan Car has had many vicissitudes and 
changes in specifications from the time of its 
inception in Albuquerque, New Mexico, early 
in 1916. Pan literature then heralded it as a 
$500 car of which “we intend to turn out about 
100,000 cars the first year,” yet in the closing 
days of 1918 the company has produced com- 
paratively few cars. 

The company has advertised, “We will ac- 
cept Liberty Bonds at face value, the same as 
cash.” “We accept Liberty Bonds as CASH. 
Are you interested in making YOURS return 
25% or better?” 

Of approximately two and a half millions 
of dollars paid to the company by subscribers 
to stock, as revealed by a financial statement 
as of May 31. 1918, this statement shows that 
over ONE AND A HALF MILLION DOL- 
LARS was accounted for as “INTANGIBLE 
ASSETS,” which are listed as “good will” 
created by PAYMENTS TO FISCAL 
AGENCY and other expenses for stock sell- 
ing, operating, advertising and development 
expense. 

The writer has selected some of the 
mildest of the criticisms appearing in the 
Bulletin, but there is sufficient evidence 
in it, backed by facts of the most tangible 
character, to convince even the layman 
that the stock has little or no value. 

The investor should ponder over the 


Pan Motor debacle, and remember that 
he is going to receive some more reck- 
less literature backed by reckless “facts,” 
including “newspaper endorsements” in 


the future. There are newspapers and 
“newspapers!” Learn in advance those 
you may trust and those to avoid. 


The Liberty Bond Promoter 

The Chicago Association of Commerce 
is sending broadcast a poster warning the 
public against being swindled out of 
Liberty Bonds. It is a pleasure to quote 
from the poster: 

Do not buy stocks from any firm which 
offers to take your Liberty Bonds in exchange 
for their securities. Keep your bonds. They 
are the best security in the wotld. Go without 
something you need rather than sell them. But 
if you absolutely must have the money, your 
bonds can always be sold for cash in the open 
market and the daily papers will tell you the 
market prices. 

We caution you against buying any security 
before you have made a most careful investi- 
gation of its merits. Hundreds of millions of 
dollars are lost annually through the purchase 
of wildcat securities. Do not be lured by 
advertisements containing promises of fabulous 
returns—they are nearly always fakes, put out 
by financial sharpers, who prey upon the 
ignorance of the public. Do not depend too 
much upon the advice of friends. 
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By following the rules given below, you may 

save yourself thousands of dollars: 

1. Never deal with a firm, even though it is 
recommending good securities, unless you 
have first investigated its standing. 

2. Do not buy securities, advertisements of 
which contain: 

(a) Extravagant statements. 

(b) Prospective earnings directly com- 
pared with earnings of old. established 
companies. 

(c) Suspicious use of such expressions as 
“absolute safety,” “best investment ever 
offered to the American public,” “immense 
profits on small investments,” “you take 
no chance,” etc. 

(d) Guarantees or promises of large divi- 
dends from future earnings before earn- 
ing power has been thoroughly demon- 
strated. 

(e) Guarantees on part of the broker to 
resell the stock at a higher price than it 
is then selling for. 

(f) Promises of advance in the stock 
after a specific date. 

3. Do not buy stocks of any unproven pros- 
pects and developments, such as oil or 
mining securities, unless very carefully 
investigated and convinced of their posi- 
tive merit. 

4. Remember that exceptionally large returns 
frequently involve not only greater risk, 
but the possibility of total loss of prin- 
cipal. 

5. Do not buy hastily. It is difficult to make 
money, but very easy to lose it. When in 
doubt as to either the standing of the 
broker or the legitimacy’ of the security 
offered, consult your banker. 


The Fly-By-Night Mines Promoter 


The fly-by-night mines promoter is the 
kind who will take hold of any piece of 


ground, or any hole in the ground, write 
a prospectus around it, print a sheaf of 
certificates and sell them for perhaps one 
hundred times their value. He and his 
literaturé should be the easiest kind to 
recognize, and yet by some peculiar op- 
eration of the lay mind interested in this 
particularly risky type of speculation, the 
field of the fly-by-night mine promoter is 
the most lucrative and seasonable at all 
times. 

A safe deposit box was opened at the 
Waldorf-Astoria Hotel a few weeks ago, 
after a lapse of ten years. It contained 
nearly eight million shares of mining 
stock, having a face value around $5,- 
000,000. The box belonged to an old 
gentleman who appeared to have a par- 
ticular penchant for buying every new 
mining stock offered him during the many 
years he lived at the hotel. 

Inquiry among brokers elicited the in- 
formation that some of the largest hold- 
ings have no present value, and several 
of the mining companies appear to be 
entirely unknown. 

If a well informed old gentleman with 
$5,000,000, and sufficient means to live at 
one of the most sumptuous hotels in 
America could not succeed in beatingythe 
fly-by-night promoter, one may well ask 
what chance the average reader or in- 
vestor has! 

The question is worthy of your serious 
consideration. 





MEXICAN OIL SHIPMENTS 


HIPMENTS of petroleum in December by companies operating in Mexico 
follow: Huasteca Petroleum Company 1,404,170 barrels, decline 246,939; 
Freeport & Mexican 388,033, increase 45,039; Island Oil & Transport 490,755, 
increase 230,077; Interocean Oil Company, 490,167; Mexican Eagle Company, 
806,081, decline 276,413; Mexican Gulf Company 163,270; decline 19,929; East 
Coast Oil Company, 194,534, decline 98,472, and Texas Company, 226,144. 
Shipments during December were interfered with by bad weather, which 
accounted for failure of numerous tankers to make shipments during that month. 
There are still some companies to report December shipments. 
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Prominent Wall Street Men I Have Known 


Their Peculiarities, Sayings and Epigrams 











By J. ARTHUR JOSEPH 





The writer of the following article, Mr. J. Arthur Joseph, is one of Wall Street’s 
landmarks. For thirty-eight years he has watched the tides ebb and flow in the finan- 
cial district and there were few of the “old-timers” who did not have at least a nodding 
acquaintance with “J. Arthur.” Observant, of nimble wit and with a facility of ex- 
pression, his reputation as a teller of amusing stories has spread beyond that little 
“village” known as Wall Street. THE MAGAZINE OF WALL STREET asked Mr. 
Joseph to jot down his personal recollections of some of the interesting characters 
who are known, by name at least, to most of the readers of this publication.—Editor. 


(Continued) 


AKEY” RABINO, uncle of 

James Spreger, who began his 

fa career half a century ago, with 

<<a the house of Belmont & Co., 

was the author of the epigram “Early 

information and a big bank account will 

bust anybody in Wall Street.” The wis- 

dom of his statement was again empha- 

sized a short month ago when the will 

of the late George C. Boldt, proprietor 

of the Waldorf-Astoria Hotel, was pro- 
bated. 

Mr. Boldt had been in business in this 
city twenty-two years. Lately he was 
paying a rental for his hotel to the Astor 
Estate of $500,000 a year. He left, in 
actual cash, less than $1,000,000. During 
the past couple of years of his life he lost 
over $800,000 in stocks, speculating. Oh, 
yes, he got the “cream” of the tips from 
the biggest kind of people who lived in 
his hotel. In the days of John W. Gates, 
James R. Keene, and Congressman Jef- 
ferson Levy, who practically made their 
headquarters at 34th Street and Fifth 
Avenue, information more or less reliable 
was on tap at all hours of the day, and 
at all hours of the night. Besides, there 
were any number of people there who be- 
longed to the “Do Them Club.” Their 
motto was “Count that day lost whose 
low descending sun sees no Sucker 
caught, no do-me done.” 

George C. Boldt left over a million dol- 
lars worth of bad debts that the estate 
does not believe can possibly be collected. 


Practically ninety per cent of these ac- 
counts have been outlawed. This re- 
calls a story told me some time ago by 
the late Jack Newell, president of the 
Lake Shore Railroad, who spent con- 
siderable time in New London: 

“A student of Yale had run up a bill 
with a local tailor, and he left college 
without liquidating the indebtedness. A 
long while after he became affluent, and 
he determined to settle with the Knight 
of the Goose. Arriving on the grounds 
of his Alma Mater he discovered that the 
garment builder had long since gone over 
to the Great Majority, but he left a son, 
who still conducted the business. ‘I owed 
your father some money,’ said the ex- 
Yale student, ‘and I am anxious to pay 
it.’ He gave his name. Ledger after 
ledger was gone through, but not a trace, 
ostensibly, was to be found. Question- 
able debts, deferred debts, and bad debts 
were inventoried, but this alleged name 
did not appear. He left the establish- 
ment and was waiting at the station for a 
New York train, when the tailor’s son 
and heir rushed breathlessly up to him 
and said, ‘I found it at last—it appears 
under the item of ‘Hopeless.’” 


* * * 


The late Herman Siecklen of Cross- 
man & Siecklen who died in Bavaria 
some ten months ago, left a considerable 
estate. He was insured with his own 
partner for over a million dollars, most 
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of which had been made in the Brazilian 
markets. I remember Herman Siecklen 
saying to me: 

“Joseph, never bull coffee when it is 
over 16c. Remember this—the bean is 
of perpetual growth. When it is not to 
be gathered in Rio Janeiro, it is to be 
found in Bahia, Venezuela and other 
countries. Besides, coffee is not like 
other palatable liquids. When you have 
had two or at most three cups, you are 
replete, and even if you put in a little 
glass of Cognac, your capacity is soon 
filled up. ffee is a very dangerous 
thing to bull—I mean the bean—when 
it gets over the. price that I tell you, be- 
cause the consumptive demand to the 
world cannot possibly take care of the 
over-production.” 

* * * 


These mottoes, or shall I say laconic 
rules, that were set down by the elder 
Rothschild, are well worthy of considera- 
tion and practice: “Carefully examine 
every detail of your business. Be prompt 
in everything. Take time to consider and 
then decide quickly. Dare to go forward. 
Bear troubles patiently. Be brave in the 
struggle of life. Maintain your integrity 
as a sacred thing. Never tell business. 
lies. Make no useless acquaintances. 
Never try to appear something more than 
you actually are. Pay your debts 
promptly. Learn how to risk your money 
at the right moment. Be temperate. 
Shun strong liquor. Employ your time 
well. Do not reckon upon chance. Never 
be discouraged. Work hard and you will 
succeed. Be polite to everybody.” 


* * * 


Mr. James R. Keene had a heart that 
did him great credit. He lived at the 
Waldorf-Astoria for years. He had all 
the telephones, stock ticker and other 
Stock Exchange paraphernalia necessary 
to business, and it was only, on occasions, 
that he sought the public telephone ex- 
change, and then for special reasons. 

One very hot night in August, 1906, 
he saw a rather wilted operator, who ap- 

red to be extremely nervous, and com- 
pletely exhausted. 
; “Why don’t you take a vacation?” 
asked Mr. Keene, and replying, the tele- 


phone girl said, “Why it’s simple enough 
to ask, but the time does not belong to 
us, and if we vacate our position the 
company stops paying us.” 

“Is that so?” surprisedly inquired the 


-great financier. “The company won’t 


give you a couple of weeks? How- many 
of you are there here?” Being told there 
were twelve, he said, “I’ll see you tomor- 
row night.” 

He did. He came up with $6,000 cash, 
which he had made that day through a 
turn in the market, buying 2,500 shares 
of Steel and reselling at 244 points profit ; 
bringing the proceeds to these young 
ladies and distributing something over 
$500 to each of them, telling them to go 
off and enjoy themselves for a month, 
and to rely upon him to meet the differ- 
ences if their expenses were much larg- 
er than the windfall provided for. 


* * * 


Judge W. H. Moore of Diamond 
Match, National Biscuit, American Can 
and other fame, is rich beyond the dreams 
of avarice. At a horse show in London 
he had sixty-three entries, and Mrs. 
Moore, his wife, remarked, “It would be 
vulgar, I think, to have any more.” 

The judge was telling me, when Rock 
Island pfd. was selling around 90, that 
he thought it was worth as much as 
Atchison common, then quoted at 102. 
“What makes you so bearish on Atchi- 
son?” I asked, and he answered, “Don’t 
say that—I didn’t mean it in the light that 
you have taken it.” 

Within six months Rock Island did the 
vanishing act, and it never came back. 


* * * 


Baron E. J. Jerzmonowski stood about 
six foot high, he weighed 230 Ibs., wore 
a thick, black beard, and was mistaken 
by many for a Russian. I-rember re- 
ferring to him once as a native of Petro- 
grad, and for my own personal safety’s 
sake I had to deny being the author of the 
squib. He said to me, “Tella me, you 
write dat zing, and I choke you, You 
know I am not Russian—I am a Pole.” 
And like Ignace Paderewski, he glorified 
in his nationality and hoped to live to 
see the independence of Poland. 

Jerzmonowski built the Buffalo Gas 
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Works, and brought into existence the 
Chicago Gas Works, which has since be- 
come the People’s Gas of Chicago. James 
R. Keene was running the pool in Dis- 
tillers’ and Cattle Feeders’ Trust, which 
was called “Whiskey.” Keene strongly 
urged Jerzmonowski to buy at least 
10,000 shares of “Whiskey,” intimating 
that a fortune would be the result of the 
purchase, but Jerzmonowski, on his 
way to the Consolidated Gas meeting 
that was to be held in the Equitable 
Life Insurance Building, 120, Broad- 
way, said to me: 

“What for I buy Whisk? I buy Gaz 
stock. It take a long time to get a gaz 
‘meet’ in your house, but once in, no 
other company can get him out in twenty- 
four year, but if you buy Distiller or 
Whisk stock, some day moonshiner he 
make a competitive business over night, 
and ruin you in the morning. Let Keene 
keep his Whisk.” 

And, by the way, the whiskey stock in 
which James R. Keene, Moore & Schley, 
Counselman & Day, R. P. Flower & Co., 
and James R. Keene were heavily inter- 
ested, broke from $48 to plain $6 a 
share, and like the Philistines whom 
Samson killed in the temple at his 
death, slaughtered more people than 
had been killed by Whiskey before. 


* * * 


Sidney Dillon, the first president of the 
Union Pacific Railroad Co., could not 
hide his Hibernian descent, although the 
famous man, under the Alonzo B. Cor- 
nell administration, whose pedigree was 

rinted at the expense of the State of 

ew York, tried hard to make the world 
helieve that he was a-lineal descendent of 
the Huguenots. True, he began his busi- 
ness life as a water-carrier on the old 
Fourth Avenue Line. He was, however, 
a fine specimen of a man. He was loyal 
to every interest with which he became 
identified, 

It was a pleasure to see him display 
the vast resources of the Union Pacific 
Railway Company. He had a small slip 
of paper, upon which, hieroglyphically 

he was an alleged surplus account. 
¢ carried this slip of paper in the sweat- 
band of his hat, and whenever an occasion 
was presented, or could be forced, he 


would draw it out and say, “You want 
reasons for buying Union Pacific? Here 
they are. Look at the wealth that we 
have got.” 

Union Pacific went into the hands of a 
receiver, and so overjoyed was it by its 
first experience, like King Bruce of 
Scotland, it tried it over again—and 


succeeded. 
+ + + 


James Stillman, while president of the 
City. National Bank, was very fond of 
collecting any picture, no matter how 
weird, that could be construed into some- 
thing pertaining to banking. Sidney Cur- 
tis, of Curtis & Romaine, met me in New 
Street one morning, and showed me a 
photograph of a negro who had been 
caught by a posse in Texas for horse 
stealing and had been placed under a big 
oak tree over a branch of which a long 
hemp rope had been thrown and a noose 
attached to the neck of the darky, who 
was elevated some four feet above the 
ground. Curtis remarked, “I would like 
to give this to Stillman for his collection, 
but it must represent something con- 
nected with a bank.” I suggested “Over- 
drawn,” would be an eminently fit title. 

2 

The late Joseph H. Choate called upon 
Edward Lauterbach as an associate coun- 
sel, and subsequently asked him to send 
a bill for his services. Lauterbach set a 
price of $1,500, but Mr. Choate wrote a 
very courteous note, and said: 

“My client isn’t any piker. Charge 
him a gentleman’s fee. I consider your 
services worth $10,000.” 

Mr. Lauterbach made out a bill to cor- 
respond with Mr. Choate’s ideas, and 
added: 

“Thou almost persuadest me to become 
a Christian.” 

Everybody thought it wonderfully apt 
on the part of the eminent Jewish coun- , 
sel. Few realized that Mr. Lauterbach 
was quoting the Scriptures, Acts 26, verse 
27: “And Agrippa said unto Paul, with 
but little persuasion thou wouldst fain 
make me a Christian.” 


* * * 


The question arose who was the better 
judge of the market, H. H. Rogers, or 
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Henry Allen. The decision amounted to 
this: 

A man about to be married went to 
the Clerk of the Court to get a certificate, 
and was told it would cost him $2. He 
retorted, “I didn’t know that we had to 
pay for these things—I thought one as- 
sumed a sufficiently large liability when 
one took a wife.” He was assured dif- 
ferently. 

The following day he returned, and 
requested the name of the lady he had 
given twenty-four hours before should 
be changed, and another one substituted. 
He was told that this could not be done 
unless a new license was taken out that 
would cost the same as the previous one. 
He demurred, and asked that he be given 
forty-eight hours to consider the proposi- 
tion. 

Before the close of the week he came 
back, and said to the man in charge of 
the Bureau of Vital Statistics, “Let the 
first name go as I originally gave it. I 
met a friend of mine last night, who 
knows both the girls, and he tells me that 
there is not two dollars difference be- 
tween them.” 

se 


Mr. David Lamar, who is still await- 
ing a decision from the higher courts in 
reference to his prospective stay at Tren- 
ton, met me a few days ago, and said, 
almost with tears in his eyes: “I have 
lost everything—everything in the world 
—except my money.” 

“Dave” Lamar certainly “put it over” 
on the German propagandists. He re- 
ceived from Baron von Rintelen $240,- 
000 in cash, for the purpose of influenc- 
ing certain industrial interests throughout 
this country in favor of the Huns when 
the war was under full swing in 1915. 
I recall when he went into an office in 
the Columbia Trust Building, 60 Broad- 
way, and in answer to a question put to 
‘him by Frank W. Savin as to how he 
was making out, replied: “Well, Frank, 
just count this,” as he tossed a roll of 
bills over to him, which consisted of 
twenty-four $10,000 bank notes that he 
had that day received from the bank in 
payment of a check that had been handed 
to him art hour previously by Von Rin- 
telen, for the purposes that I mention. 


Insiders do not always know what is 
going on in Wall Street. An excellent 
evidence of this fact is illustrated here- 
with. “Bob” Vroom, a put and call 
broker, some thirty years ago bought 
from Russell Sage a call on 1,000 shares 
of Rock Island for $125, good for three 
days.. Rock Island was then selling at 65. 
The next day the stock was cornered, 
and it commenced to jump. It went up 
to 240, and Mr. Russell Sage was out 
$175,000 for a little piece of paper for 
which he had received $125 forty-eight 
hours before. 

* * * 

“Tom” Byrnes, the famous detective, 
was made rich, almost overnight, by the 
late Jay Gould. Byrnes was then the 
captain of the Fifteenth precinct (Mercer 
Street). A man was attempting to black- 
mail Mr. Gould. Threatening letters 
were delivered at 579 Fifth Avenue at 
intervals of two or three days. They all 
bore the postmark of Station F. 

Byrnes was consulted, and was told it 
would be worth his while to trap the 
blackmailer. For a month he had men 
(private detectives) placed. near each 
letter box in the precinct, with orders to 
open the box after any letter was dropped 
into it. If they found that one was ad- 
dressed to Jay Gould at his private resi- 
dence, 579 Fifth Avenue, he was to im- 
mediately arrest the man or woman. 

One Friday night, at the Green Street 
corner, a husky individual posted a letter. 
The box was immediately opened, the 
man was arrested, and subsequently sent 
to prison. Mr. Gould bought Byrnes 
5,000 shares of Missouri Pacific, which 
he sold within a month at an advance of 
fifteen points, and handed the famous 
detective a check for $75,000, which 
formed the nucleus of a fortune that ran 
up over and above a million dollars be- 
fore Byrnes died, five years ago. 

In the panic of 1884 a mob of those 
who held Russell Sage’s privileges bom- 
barded his office at 71 Broadway, and in 
endeavoring to force an entrance broke 
the windbw, which Mr. Sage never had 
replaced, because he said he wanted a 
perpetual reminder of the “deviltry of 
those fellows who were always endeavor- 
ing to make millions out of the disburse- 
ment of a few paltry dollars.” 
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But the old financier kept his con- 
tracts, to the tune of over two millions 
of dollars. The papers he sold were on 
Western Union, Texas Pacific, Missouri 
Pacific, Union Pacific and Rock Island, 
made twenty points apart, good for six 
months, and which showed in the interval 
enormous yields for those who had risked 
their respective minnows to catch trouts. 

Russell Sage was the only writer of 
privileges who insisted on his options be- 
ing drawn on the one paper, so that if 
the call was exercised before the put was 
acted upon, the entire option would be 
nullified through the closing of the con- 
tract of the first part. Today, if one 
buys a spread one gets two papers, so 
that if the stock be called the put is still 
left intact. 

*x* * * 


“Ben” Woolf formerly had the privi- 
lege of the subscribers’ department of 
the New York Stock Exchange. Woolf 
was a little bit of a man, highly nervous. 
One day he was in a retiring room of 


Lockwood, Hurd & Co., when a small 
fire broke out in the main office. An 
alarm was sent in, and the department 
responded with engines, hooks and ladder 
and patrol. In the excitement Mr. Woolf 
disposed of a privilege on 2,500 shares 
of Missouri Pacific, which had a profit in 
it of $10,000. When he realized his loss 
he ran up to 32 Nassau Street to Mr. 
Sage’s office and entreated that gentleman 


to give him another paper for the one 
that was gone. As Russell Sage moistened 
his dry, thin lips, he replied: 

“No, no, Woolf, couldn’t do anything 
like that. How do I know that somebody 
has not found that paper, and may subse- 
quently endeavor to exercise it? No, no, 
I hope for your sake that some. person 
will bring it in, in which event I will re- 
tain it and give it back to you, but that 
is the best I can do. You see it wouldn’t 
be fair to issue duplicates, because it 
would put a premium on crime.” 

Mr. Sage never got the paper, and 
Woolf, when he went out of the Street 
never forgot the $10,000 profit which he 
sacrificed on the spur of a very hot mo- 
ment. 

The most costly thing in Wall Street, 
and for that matter, in the world, is an 
unsuccessful acquaintance. The man 
who tells you of what opportunities he 
has had, and the chances that have come 
his way, of the money he might have 
accumulated if he had only had sense 
enough to take advantage of the main 
chance, is always an individual who in- 
sists upon ventilating his market opinion, 
and telling his acquaintances what they 
should do to become rich. 

The wealthy man ordinarily keeps his 
own counsel and does not take the wide, 
wide world into his confidence—at least 
this has been the result of my experience 
and observation down here, which has 
extended over forty years. 


——— a 








THE ART OF BORROWING 
(Answer to an Inquiry) 


You could increase your income by about 
1% or 2% per annum net, by borrowing from 
your bank at 5%4% and investing the proceeds 
in high-yield bonds preferred stock. We would 
not consider the method as applied to common 
stocks like Pan-American or Royal Dutch too 
conservative. The wide fluctuations in stocks 
like Royal Dutch, Mexican Petroleum, Texas 
Company, etc., although in no way reflecting 
upon their intrinsic worth, might prove em- 
barrassing to you as a borrower. 

Royal Dutch dividends are the equivalent of 
about 6% per annum at present, but the actual 
return is higher when the various “rights” and 
privileges are taken into consideration. The 
stock is not upon a regular dividend basis at 
present, but the return on the investment would 


be about 7%, based upon three distributions 
of over $2.25 during past year. 

Since you are a subscriber to the Investment 
Letter, we believe you could not do much 
better than follow its advices in relation to the 
more conservative type of bonds and pre- 
ferred stock, and for the time being, use your 
borrowed funds for that purpose only. While 
we have confidence in the long range future of 
Pan-American, Texas Company and Royal 
Dutch, you should borrow with caution to 
make purchases of stocks of a semi-investment 
character such as these. 

“Fast-movers” are particularly unsuitable as 
collateral to bankers and stamp the borfower 
with a doubtful sort of prestige that might 
injure his future credit. 

Conclusion: Do not do it! 








If Your Broker Fails—What Then? 





By WILLIAM B. DEVOE, of the New York Bar 





In a contemporary financial publication the following question and answer appeared: 


STOCK AS MARGIN 
22942—Your answer to inquiry No. 22927 brings a desire for information 
as to what my position would be in case of my broker failing, if I had up with 
him a 100-share certificate of Atchison preferred, in my name, endorsed in blank 
by me, against which I was trading. In other words, is the broker obli to 


return 
among all the creditors?—B. 


this certificate to me, or is it thrown into the general fund and 


Answer—Your certificate, signed in blank, has no more identity than its 
equivalent in cash. It was put up as margin, , and 1 goes into the general fund. 


As the reply to the above inquiry is incorrect and as the subject is very important 
and one on which there is very little general accurate information we requested Mr. 
Devoe to discuss the matter in some detail for the information of our readers.—Editor. 





HAT happens to a customer’s 
account if his broker fails? 
ma Can he get back the securities 
which the broker is carrying 
for him, or must he be content to share 
proportionately with the broker’s other 
creditors, and perhaps get only a small 
percentage of the amount due him? 
On a Margin 

When a man buys stock on margin 
he gives his broker either cash or se- 
curities to an amount equal to a cer- 
tain proportion of the purchase price 
of the stock to be bought. Whichever 
it is, this is the “margin,” and repre- 
sents the customer’s contribution to 
the purchase price. The remainder of 
the money needed is furnished by the 
broker, who usually borrows all or 
most of it from a bank, giving the bank 
as security for the loan the very stock 
for the purchase of which the loan is 
used. If the margin furnished by the 
customer consisted of securities and 
not cash, the broker in addition either 
advances out of his own funds a safe 
amount toward the purchase of the 
stock, holding these securities as col- 
lateral, or borrows this also from the 
bank, giving the securities as a pledge. 

In any event, when the stock is 
bought it belongs to the customer and 
not to the broker, as do also any securi- 
ties which may have been put up as 
margin for its purchase. The custom- 
er’s right to possession, however, is sub- 
ject to his first repaying to the broker 
or to the bank any amounts advanced 
in connection with the transaction. Of 
course, in practice the broker does not 








negotiate a separate loan with his bank 
for each customer’s transactions, but 
lumps all the stocks bought for two or 
a dozen or twenty customers, as the 
case may be, and pledges them all with 
the bank as collateral for a single 
blanket loan, apportioning the loan as 
needed for the purchase of the various 
lots of stock. 

Now, let us suppose that a petition 
in bankruptcy is filed against the 
broker and that he is duly adjudicated 
a bankrupt. In what situation do the 
customers for whom he was carrying 
stocks find themselves? 


Right to Get Back Stock 


Their right to get back the stock by 
paying the balance of the purchase 
price depends upon two things: first, 
whether they can identify the stock, 
and, second, the location of the stock at 
the time of the broker’s failure—i, e., 
whether it was actually in the broker’s 
possession, or was pledged with some 
bank as security for a loan. Identifica- 
tion of the stock is sufficient if it can 
be shown that at the time of the failure 
the broker either (a) was holding for 
the customer the precise certificates of 
stock purchased in execution of his 
order or deposited by him as margin; 
or (b) was holding certain particular 
certificates of stock for his account, 
although it may be impossible to show 
that such certificates were the precise 
ones originally bought for or deposited 
by the customer; or (c) was carrying 
a block of stocks of the particular kind 
purchased for or deposited by the cus- 
tomer large enough to satisfy all de- 
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mands of his customers for that kind of 
stock, even though it cannot be estab- 
lished that any particular certificates 
were being carried for any particular 
customer. 


Payment of Balance Owed 


If a customer can identify his securi- 
ties according to the foregoing rules 
he can then get them by paying to the 
broker’s trustee in bankruptcy the bal- 
ance of their purchase price which was 
advanced by the broker. This balance, 
in case the customer put up cash as 
margin, will be the difference between 
the amount of margin and the cost of 
the stock, plus commissions, interest, 
etc. In case the customer furnished 
securities as margin, the amount which 
he will have to pay will be the entire 
cost of the stock, plus commissions, 
interest, etc., upon paying which he 
will be entitled to both the stock pur- 
chased on his order and the securities 
which he deposited as margin for the 
transaction. It is wholly immaterial 
to the customer’s rights whether the 


securities so deposited were endorsed 
in blank by him or not. 

So much for the situation presented 
where the customer can identify his 
stock and where this stock was actu- 
ally in his broker’s possession at the 


time of failure. If it was not then in 
his possession, but was pledged with 
some bank as security for a loan to the 
broker, a different set of rules comes 
into play. Assuming that the stock 
can be identified by the customer, these 
are the rules which then determine his 
right to get it back: 

In the rare case where the broker 
has pledged the customer’s stock by it- 
self, separate and apart from other 
stocks, as security for a loan from the 
bank, the customer can get it back by 
paying the bank the amount of this 
loan and paying the remainder of his 
indebtedness (if any) on account of the 
stock, to the trustee in bankruptcy of 
the broker. 


When Securities Are Intermingled 


In the ordinary case where the 
broker has mingled the securities of 
several customers and has pledged the 


whole with his bank as security for one 
blanket loan, each of such customers 
may redeem his stock by paying to the 
bank his pro rata share of the full 
amount of the loan for which all the 
securities were pledged by the broker 
and paying the balance of his  indebt- 
edness, if any, to the trustee in bank- 
ruptcy. If, when a customer seeks to 
redeem his stock, the bank has already 
satisfied its loan by selling a part of 
the pledged securities, the remainder 
will be sold and the proceeds divided 
pro rata among all the customers whose 
stock was pledged to secure that loan, 
regardless of which ones among those 
customers owned the particular securi- 
ties first sold by the bank. If part of 
the securities pledged to secure such a 
blanket loan were the property of the 
broker himself, the customers whose 
stocks are involved can require the 
bank to first satisfy its loan as far as 
possible out of the broker’s securities 
before resorting to those belonging to 
the customers. 

In any of the cases cited in the last 
two paragraphs, it makes no difference 
whether the customer’s stock was 
stock bought for him on margin or 
stock owned by him and deposited with 
his broker (either endorsed in blank or 
not) as margin in lieu of cash. His 
right to redeem is exactly the same in 
either case. 

The only situation in which the 
owner of stock put up by him as mar- 
gin has an advantage over the owner 
of stock bought for him on margin 
arises if the former had no open trades 
pending when the broker failed—i. e., 
when at the time of failure the trans- 
actions for which the stock was put 
up as margin either had not been made 
or had been closed. In such case, 
if the stock put up as margin 
has been mingled by the broker 
with securities belonging to himself 
or bought for other customers on 
margin, and the whole has been 
pledged in bulk with some bank, the 
owner of the stock put up as margin 
can compel the bank to satisfy its loan 
so far as possible from these other se- 
curities before making any claim on 
his stock. 
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IMPORTANT DIVIDEND ANNOUNCEMENTS 


To Obtain a Dividend Directly from a Company the Stock Must Be Transferred Into 
the Owner's Name Before the Date of the Closing of the Company's Books 





Ann. : 
Rate Name 


Amer Chicle, c % 
“$3 Amer Gas & Elec, P Se 
7% Amer Hide & L, p 1%% 
6% Amer Lt & Tr, p... 14% 

10% Amer Lt & Tr, Gis » ee 
a Am L&Tr,c ext...e2% 
7% Amer Linseed, 

7% cave Shipbidg, p 


Paid to 
Ann. Amount Holders 
Rate Name Declared asof Payable 
10% Gran C M,S&P,Ltd 24% Q Jan. 17 Feb. 1 
7% Great Northern Ry. Boys Jan. 3 Feb. 1 


7% Holly Sug Corp, p.. 14% Q Jan. Feb. 1 


Ind Pipe Line ae Q Jan. Feb. 
. Ind Pipe Line, ext.$1.50 hb Feb. 
Int’] Mer Marine, p. ; % . Feb. 


7 oo Shipb' 
: ’ oe Int’! Nickel, p 14% Q Feb. 


Kayser (Jul), Ist p. 14% . 20 Feb. 
Kayser (Jul), 2d p. 14 ‘ Feb. 
Kelly-Sprgfid Tire, c 18 Feb. 
Kelsey heel, p.... Feb. 
Kress, S H, c Ms 5 Q Jan Feb. 


No 
| hae De den ne 


Louis & Nash 


Miami Copper 
Midvale & O. 
Midwest Refining . ma $1 
Mt Lt, Ht & P Consol 1 
N 

. Nash Motors, c.... $10 
National Carbon, p.. 2 % Q Jan. 
National Carbon, c.. $1 
Nat Biscuit, p 
Nat Biscuit, c 
New Jersey Zinc. . 


1 
1 
15 
15 
1 
1 
1 
1 
5 
5 


gn 


. Brill (JG) & Co, . ‘ext 
Brown Shoe, 1 
Burns Bros, Inc, p. 1 
Burns Bros, Inc, c. 2 . New York Dock, c. 82% % 

- Burns B,Inc,c exte 2 Norfolk & West, p.. 

Cc > 
Pacific G&E,istp. 14% Q Jan. 31 

Pullman Co 2 % Q Jan. 

Pacific G&E, orig p. Jan. 

Penmans, Ltd, c.... 14% Feb. 


7 RAR 
a MRazae 
Le) 
- co) 
Bis Seb Bye! 


Canada Cement, p.. 
Canada Southern . 
Central Leather, c.. 
Cent R R of N J.. 
Cities Service, p... 
Cities Service, p... 
Service, C... 
Service, c... 
serv, c ext.e 
erv, c ext.e 
Peabody, | c. 
Com’w’lth 

Snife tT Int'l, ‘$1. 


oe, 


KKRRKKKK,gRR 


= 
we 
=] 


Q 
Quaker Oats, p.... 14% Q Feb. 
R 


Reading Co, Ist p.. 50c Feb. 25 
Reading, c $1 an. 23 
- Royal Dutch x . 28 





oe 
BOR RIK 


and CO EERE OCOY 


Haft fe yt, 
BEBESE SESS 


8% Sears Roebuck, % QI 30 Fi 
Stan. Oil of SEE 3 &Q Feb. 14 
. Stand Oil of Kan, ext 3 2 Feb. 14 
Stewart-Warner .... 2 % Q Jan. 29 
Sup Steel, Ist p.... $2 Feb. 1 
Sup Steel, 2d p.... $2 Feb. 1 


Ri 
Re 


bn 
wr 
et tt tet tt et et tt tt et et 


ios 
BBB 


$3 


D 
7% Dominion Coal, p.. 1 
6% Dominion St ae 1 
> P 
E 


KN 


5% DuP deN Po 14% Q Jan. 


4% Eisenlohr, O, & Brs,c 1 Feb. ‘ Tri-City Ry & Li, ¢ 31 Apr. 

$20 Eureka Pipe Line.. Jan. ‘ Tri-City Ry & Lt, c. Dec. 31 July 
Tri-City Ry&Lt,c. 4% Dec. 31 Oct. 

6% Fed Sug Ref, p.... 14S Q Ju " U 

7% Fisher Body, p.... 14% . Un Cig Str of Am, © 24% Q Jan, 29 Feb. 15 


12% Edison E I of Bost. 3 3353 ” ti, Fe eo 
A 


Feb. 1 Feb. 21 


ext—Extra dividend. 

a—lInitial dividend. 

d—Payable in scrip. 

e—Payable in common stock. 
m—On account of accumulated dividends. 
x—Payable in stock. 
y—Partial distribution of assets in liquidation. 
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Financial News and Comment 





These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and 
Mining Digest, contain condensations of the latest news regarding the companies men- 
tioned. The items are not to be considered official unless so stated. Neither THE 
MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 
every reason to believe are accurate and trustworthy. Investment commitments should 
not be made without further corroboration.—Editor. 





RAILROADS 





Atchison’s Oil Holdings 

Since the magic word “oil” is now the Wall 
Street topic, investors are combing the securi- 
ties list for companies, railroad or industrial, 
that are in any way connected with oil. Little 
mention has been made, however, on the rather 
extensive oil lands held by this company. There 
are very few that know that Atchison holdings 
cover a total of 22,268 acres, either owned or 
leased, and that the production from these 
fields in California and Oklahoma is 5,000,000 
barrels yearly. The 1917 production was 4,- 
830,445 barrels, three-fourths of which came 
from California. It would probably be dis- 
advantageous to purchase into Atchison on the 
basis of its oil prospects, since most of the 
oil obtained is of poor quality and its only 
use is for fuel oil. To date, most of the oil 
has been used for locomotive fuel and the 
small amount of light oil obtained, too light 
for locomotive burners, was sold. 

Atchison’s most important holdings are the 
Chanslor-Canfield, the Midway Oil Co., owned 
by a subsidiary; the Santa Fe Land Improve- 
ment Company, capitalized at $5,000,000; the 
Petroleum Development Company, and the 
Coline Oil Company. Untested lands are also 
held in California and Arizona, which are 
said to give promise of oil.: 


Baltimore & Ohio New Financing 

A plan for the permanent financing of Balti- 
more & Ohio’s short term notes should be 
forthcoming in the near future. The company 
will be obliged to meet the $18,500,000 6% 
notes and $4,000,000 bank loans which were 
extended from October 1, 1918 for four 
months, and an additional maturity of $1,000,000 
4%4% equipment trust certificates, which also 
fall due on February 1. Probably the only 
hold up to the announcement of the plan is 
the necessary approval of the Railroad Admin- 
istration, which, as usual, is postponed until 
the last moment-for action. The collateral 
behind the notes consist largely of stocks of 
the Reading Company. 


Chesapeake & o avesiber Net Equals 


November net was equal to $2,039,000, an 


increase of $735,029. For eleven months 
ended Nov. 31, 1908, the net increase was 
$1,103,817 over the previous year. Traffic 
is running in heavy volume, and although 
operating costs continue high, the good 
showing is in striking contrast with the 
poorer reports of some other roads of equal’ 
gross capacity. 


Rock Island’s Estimated 1918 Earnings 


‘Returns from nearly the whole system 
show gross earnings in December, 1918, 
were about 6% more than the correspond- 
ing period in 1917. As an indication of the 
huge movement of war business, the com- 
pany in September, 1918, was handling 22% 
more business, measured in dollars, than in 
the corresponding period 12 months pre- 
vious, and October gross earnings amount- 
ing to $10,160,000 were the largest in the 
road’s history. 

With the signing of the armistice came 
a sudden halt to the huge flow of war 
freight that had been straining the axles for 
12 months past, resulting in but a 6% gain 
in eross in December, 1918. 

Thus for 1918 the company will report 
gross revenues of about $104,000,000, against 
a gross in the previous year of $89,600,000, 
an increase of 16%. This is the greatest 
year’s business in the company’s history. 

Net earnings, however, are different. The 
company “net after taxes” in the ten months 
to Nov. 1, 1918, totalled $8,629,930, a 40% 
decline from net in the same period of 1917. 
This is the result of a full year’s wage in- 
crease that will add $9,600, to the road’s 
labor account. 

Yet the stockholder’s guarantee comes 
from the Government. To date the road 
has received less than $10,000,000 in ad- 
vances from the Railroad Administration. 
Its compensation status points to $16,000,000 
per annum from the Government, and $1,- 
000,000 as the corporation’s “other income.” 
After interest charges and dividends on first 
and second preferred stock, this would 
leave a balance of $3,340,443, or approxi- 
mately 4.50% on the $74,482,000 common 
stock. 
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Outlook for Lehigh Valley 


Although the dividend of 10% has not 
been earned by a wide margin, the company 
has been able to maintain it throughout the 
period of net earnings, and has in fact been 
paid since 1910. During the last year, a 
substantial dividend contributing towards 
total income of the company was received 
from the Lehigh Valley Coal Co., which 
has been very prosperous during its years. 

An unfavorable factor is the fact that the 
Government policy may be insistent upon 
a separation of coal properties owned by the 
railroads. If separation of the railroad and 
coal properties should come about, there 
will undoubtedly be valuable equities, ac- 
corded to the railroad shareholders. 


New York Central’s Earnings Increase 


This company made another brilliant re- 
covery in net earnings in November, the 
increase being no less than $3,275,566 over 
November, 1917. This reduced the net loss 
‘for the 11 months to $3,609,562, and this 
would probably be wiped out altogether by 
the December figures. The statement came 
out on the last day of the year and was a 
good New Year’s present for weary share- 
holders, who had seen the stock sinking 
steadily for some time in spite of the known 
improvement in conditions. 


Norfolk & Western’s Operations 

This standard railroad is in a secure posi- 
tion, despite the adverse factors affecting rail- 
roads generally. The guarantee under the 
Government contract is $20,640,899 per annum, 
and it is figured that this is equivalent, after 
all charges, to close to 13% on the $120,500,- 
000 common stock. There is therefore a wide 
margin over the regular 7% dividend which 
the company is paying. 

Operations in the i months of 1918 show 
a falling off in net operating income of $5,- 
490,985 but November decreased only $64,358. 
Gross revenue gained about $14,620,000, or 
over 24%. The volume of traffic on Norfolk 
& Western also increased and helped the in- 
crease in gross revenue. 

Until recently the shipments of bituminous 
coal have been very heavy, especially east- 
ward, though this has now slackened some- 
what as the market requirements have been 
more fully met. Troop movement continues 
on a large scale, both those who return from 
abroad and land at Norfolk and those who 
are being transferred from northern to south- 
ern camps. While the general freight traffic 
is not at top notch, it is still of large volume. 


Southern Pacific Completes Eight Wells 

The Southern Pacific Company has just 
completed eight wells in the geste and 
Sunset fields, and they are now producing, 
adding to the company’s output. 


An Analysis of the 


St. Louis 
Southwestern 
Railway 


This Shows: 

1, Present position of all the bond issues 
of the St. Louis Southwestern Rail- 
way System. 

. Earnings of road are such that pres- 
ent low prices of its bonds are not 
justified. 


. A new development which may have 
an important and favorable effect 
upon its securities. 


Send for special analysis W-2 


JR. Bridgeford & Co. 
A Bond House of Service 


111 Broadway New York 
Telephone 2841 Rector. 
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A 3-inch pipe line to carry casin; -heads, 
gasoline ny the Associated Oil Com- 
pany, a company partly owned by the 
Southern Pacific Company, on section 16- 
32-24 to sale, where the main station is lo- 
cated, has just been been completed. 

Vesta Oil Company has obtained from 
the Associated a five-year renewal of its 
lease of 40 acres of land in_ section 3, 
28-28, just north and adjoining the Sterling 
property, and is putting a jack plant for 
pumping the bulk of these wells. Indi- 
vidual electrifiers will be used for a few of 
the wells unfavorably located for pumping 


on the jack. 


Texas & Pacific Railway and Oil 
It is reported that the Prairie Oil & Gas 
Company is drilling on the land owned by 
this company. Although no announcement 
has been made as to the terms of the agree- 
ment between the two companies, should 
oil be discovered it is assumed that a 50-50 


split will be made. What this will mean to 
the railway company cannot be determined 
with accuracy now. 

Receivers for the road are obtaining an 
opinion as to whether the company has a 
right to drill on its right-of-way. As soon 
as the information is received an announce- 
ment is expected. 
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Ajax Rubber Doing Well 


The Consolidated Income Account of this 
company for the 11 months ended November, 
30, 1918, as submitted to the New York 
Stock Exchange, shows that the company 
is operating at a profitable basis. Net earn- 
ings, after interest and taxes, amounted to 
$3,100,978. The operating results in detail 
are as follows: 

Total sales $20,228,112 
Discounts, costs, etc 14,579,180 


$5,648,932 
2,547,953 


$3,100,979 
639 


Gross operating profit 
Expenses, interest and income tax. 


Net profit 
Dividends (9%) 


Previous surplus 
Profit and loss surplus $3,230,819 


American Ice Has Good Year 


What fault can be found with American 
Ice Company’s operation for the year ended 
October 31, 1918, is hard to see. Earnings 
are earnings, whether they are written off 
in special depreciation accounts, and a com- 
pany that can show about $25.00 per share 
before interest, taxes, depreciation, etc., and 
over $14.00 per share before a brand new 
depreciation charge is not in a bad position. 
The company returned an income of $2,428,- 
455, against $1,336,147 in 1917, and a net 
income of $1,209,294, against $983,312 the 
previous year after writing off $740,780 for 
a new depreciation fund, which amounts to 
about $10.00 per share. 

At first glance it would seem that Ameri- 
can Ice earned only a little over $4.00 per 
share against about $1.00 less the pre- 
vious year, but the real facts are that it 
earned $14.00 per share. A dividend of 6% 
was paid on the preferred stock, against 5% 
the previous year. The preferred is en- 
titled to 6%. 


American International Corporation Shows 
ogress 

Altogether the Hog Island Shipyards have 
actually put only twelve ships of its first 
order for fifty ¥,500-ton vessels into the 
water. An investigation revealed that the 
total amount of steel work done on the ships 
on the ways or outfits were equivalent to 
steel run on 37% completed vessels, and the 
en to that on twenty-nine completed 
vessels, 


American Malting Votes Dissolution 


Contrary to the policy adopted by many 
of the companies engaged directly or indi- 
rectly in the liquor business, this company 
rather prefers to wind up its affairs than to 
attempt to use its plants in a new venture. 

American Malting stockholders, at a re- 
cent meeting, unanimously adopted the 
resolution for the immediate dissolution of 


the corporation. Before the meeting was 
held a group of minority stockholders 
formed a committee to fight the impending 
dissolution proceedings. They were not 
successful, however, as out of 127,662 shares 
of various classes of stock outstanding there 
were present at the meeting, by person or 
proxy, 96,267 shares, all of which voted in 
favor of dissolving immediately. Only 86,- 
000 shares were required to pass the resolu- 
tion. What common stockholders are 
likely to get is variously figured. The mar- 
ket price of the stock seems to hold out 
little hope for holders of this class. 


American Woolen Company Reduces 

utput 

The status of the wool trade can well be 
gauged by the operations of its premier rep- 
resentative. All of the vast plants of the 
American Woolen Co. were running full tilt 
up to the signing of the armistice, but the 
woolen trade has run into a period of almost 
stagnant business, and as a result, American 
Woolen is operating its fifty-three units at 
less than 50% capacity. 

About a month ago the American Woolen 
Company held an auction on its goods prin- 
ripally for the purpose of trying out the buy- 
ing power of the trade. Bidding was not 
active and price showed a decline from 25% 
to 30%, or approximately to the level pre- 
vailing in the summer of 1917. The Ameri- 
can Woolen management having established 
that buyers would not come into the market 
at these levels, decided to proceed with cau- 
tion until the raw material market is ad- 
justed. 

On the Government’s head can be placed 
most of the blame for the current lull in 
manufacturing activities, the first since 
1915. The Government, of course, was pre- 
paring for at least another year of hostili- 
ties, and contracts let were upon that basis. 
No preparations were made, therefore, for 
the speedy readjustment that was bound to 
occur when enormous orders for the fighting 
branches were cancelled. 


Distillers to Sell Alcohol 


The mysterious “new business” which 
this company is taking up is probably in 
the sale of alcohol. Since national prohibi- 
tion has become a fact speculation is rife as 
to what Distillers will do. 

As an indication of what is to come, the 
company has admitted that its chief sales- 
man has sailed for Europe to close a num- 
ber of contracts for the sale of alcohol and 
also to arrange for the sale of a considerable 
amount of whiskey. 

The five large alcohol plants which here- 
tofore turned out alcohol for the manufacture 
of powder are expected to be kept running, as 
the company is in receipt of a large number 
of inquiries for distilled spirits and commer- 
cial alcohol, and it is expected that this 
business will replace orders for the “war” 
alcohol. 
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This company is in the position of hav- 
ing a large stock of goods on hand for 
which there is an unprecedented demand. 
What will happen to it if it keeps in busi- 
ness, after the sale of whiskey is stopped, 
is a moot question. 


General Motors New Stock Sale a Feat 

Faith in the du Ponts and their associates 
in the company and by the same token their 
belief in the future of the automobile in- 
dustry are demonstrated in concrete dollars 
and cents fashion by their underwriting, 
without cost, the $23,000,000, or 20% in- 
crease in General Motors common, at the 





same figure, $118, at which all stockholders 


are invited to subscribe. 





Lake Superior’s Net Increases 

For the six months ended December 31, 
1918, this company produced 204,557 tons of 
finished steel, against 139,198 tons of the 
same period of 1917. Statements show that 
net earnings for more than six months, sub- 
stantially increased over the corresponding 
six months of 1917. 

Rail and other business on hand should 
keep the mills operating well into the bal- 
ance of the current fiscal year. October 
was the best month of production—total 
ingots for that month being 52,829 tons. On 
November 10, 1918, the production of shell 
steel was discontinued, but the plant then 
went on to billets and on November 24, 1918, 
started rolling rails. 

The net earnings of the steel corpora- 
tion for the six months ended December 31, 
1918, showed a substantial increase over the 
corresponding six months of 1917. The first 
battery of twenty-five coke ovens was com- 
pleted and produced coke on October 25, 
and the second battery should be producing 
early in February. 





Republic Iron & Steel Curtails Operation 

The first noticeable signs of recession in 
the steel business in three years was 
shown in the shut down of the Bessemer 
plant and all finishing miils at the Brown- 
Bonnell plant of this company. As a result 
over 4,000 men were idle and would be so 
for an indefinite period. The Atlantic Blast 
Furnace of the company at New Castle has 
also been closed because of the lack of 
orders. 





Studebaker Notes Explained 

Although the note issue recently offered 
by this company was over-subscribed and 
generally distributed among small investors, 
it is apparent that the agreement underlying 
the issue is not generally known. The facts 
of the stipulations in brief are (1) quick as- 
sets and cash must be maintained at all 
times at 175% or more of all indebtedness; 
(2) in the item of quick assets there are to 
be included bills and notes receivable, manu- 
factured goods, supplies and materials at 
cost price or at market value, if below cost, 


and work in progress; (3) labor actually 
extended is to be included in cost; (4) if 
stock is included in quick assets (other than 
stock of a subsidiary company) this stock 
may only be valued in net quick assets, or 
if the stock has an actual market, at the 
market price. The outstanding feature of 
the notes is the stipulation that no dividend 
on Studebaker stock may be declared after 
April 1, 1919, unless quick assets are twice 
the sum of all liabilities and indebtedness. 





Tobacco Products’ Income for Ten Months 
Equals $1,515,870 

The Consolidated Profit and Loss Ac- 
count for ten months ended Oct. 31, 1918, 
shows gross sales $13,484,468. Operating 
expenses $10,511,266. The balance for the 
period equals $1,515,870, which, added to the 
surplus Dec. 31, 1917, equals $4,877,403. The 
balance sheet as of Oct. 31 shows an inven- 
tory of $7,676,017, amounts receivable $1,- 
948,390, against accounts payable $1,810,298. 
The cash on hand is equal to $422,765. 





United Cigar Stores Prospered Despite 
High Costs 

That cigar manufacturers were beset by 
high cost troubles, as well as other lines, is 
brought out by facts of the industry. Labor, 
including wages of cigar makers, packers, 
strippers and other factory labor had ad- 
vanced an average of 50%; price of leaf to- 
bacco advanced by departments as follows: 
Fillers, domestic tobacco, 100%; fillers, im- 
ported tobacco, 108%; binders, 130%; wrap- 
pers, domestic tobacco, 133%, and wrap- 
pers, Sumatra type, 37%; wrapping ma- 
terial, including boxes and labels, 86%, and 
sundries to complete packing, 98%; freight, 
25%; internal revenue, including the aver- 
age increase in differential tax calculated 
under the present schedule of 1,000 cigars 
of various classification, 133%. 

These handicaps were more than over- 
come, however, by the tremendous activity 
experienced in the industry. The sales for 
1918 of this company totaled $51,965,813, an 
increase of 24.16%. 


Westinghouse Electric Planning Big 
Business 

While this company profited to a certain 
extent from its war business its real bene- 
fits should be derived in peace times. The 
company’s peace policy is disclosed by the 
preparations under way for the expansion 
of its plant facilities to four times their 
present capacity. Not only will they retain 
in their employ the operating force of 3,500 
skilled mechanics and laborers, but they 
definitely plan an increase to 5,000 men at 
once, and later to 12,000. Contracts are now 
held for 250 ships for the Emergency Fleet 
Corporation to be equipped with the West- 
inghouse marine system of propelling ma- 
chinery, besides other contracts with the 
United States Government for destroyers, 
cruisers and other naval units. 
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PUBLIC UTILITY NOTES 





Brooklyn Rapid Transit’s Poor Showing 

A 2 picture of the chief cause of the 
B. R. T. receivership can be made by a com- 
parison of earnings for five months ended 
Nov. 30, 1918, with the corresponding pe- 


riod the — year. During the five 
months of last yeat the company reported 
a surplus over taxes and charges of only 
$996,391, as compared with $2,282,333 in the 
corresponding five months of 1917. Prac- 
tically the same ratio is shown throughout 
the year. 

Total revenue was $7,649,232 as compared 
with $6,944,222 in 1917. Surplus was $996,- 
391 as compared with $2,282,333 @n 1917. 





Consolidated Gas of ‘N. Y. Sues for 
Increased Rates 

In a suit begun Jan. 16, 1919, the company 
asked that the 80-cent gas law, enacted in 
1906, be declared invalid because it was 
unconstitutional, on the grounds that it is 
confiscatory on the company’s property. 
The company goes on to show that for the 
year ended Oct. 31, 1918, its net income was 
less than 4% on its investment of $69,697,- 
700, exclusive of good-will and other in- 
tangibles. A temporary injunction is asked 
to restrain the defendant from taking any 
measures to enforce the 80-cent law. 

In its complaint the company says its 
gross operating revenues for the year ended 
in October, 1918, were $15,764,288.11, while 
the cost of manufacturing and distributing 
the gas, including taxes and other expenses, 
was $15,665,046.46. Its net income of $99,- 
241.65 represents a 6% return upon only 
$1,654,027. 

Since the statutory rate has been in effect, 
the company says, there has been a steady 
deficiency which now aggregates at least 
$12,000,000, which should be added to the 
value of the property and upon which a 
return should be allowed. 





Interborough Rapid Transit 8-Cent Fare 
Plan 


All sorts of plans are promulgated by the 
transit companies in their efforts to obtain 
an increased fare. According to President 
Shonts of the I. R. T., this system is in 
danger of being plunged into a receivership 
unless something in the way of increased 
fares is granted in the near future. 

Several plans along this line have been 
suggested. Notably among them, the “Bos- 
ton plan” and the one submitted by J. L. 
Quackenbush, general attorney for the I. 
R. T. and New York Railways. The latter 
was brought out at a hearing before the 
N. Y. Public District Service Commission, 
and its scope included the operation of all 
subways, elevated and street railroads with- 
in the city of New York, but excluding the 
Borough of Richmond, by trustees to be 
selected by public authorities. 





The plan is termed a “Protocol” and has 
been submitted to Corporation Counsel 
Burr. The plan, according to information 
available, provides for an 8-cent fare on all 
lines, and 3 cents additional for transfers. 
Its adoption is considered doubtful in well- 
informed quarters. 





Laclede Gas Offers Bond 


A prominent Chicago concern is offering 
at par and interest, to yield 7%, first mort- 
gage collateral and refunding ten-year 7% 
bonds of the company. The issue carries 
an option to convert the bonds into the 
company’s common stock, par for par, or 
into a like amount of face value during the 
thirty-year 5% bonds listed under the same 
mortgage. In the latter exchange the “A” 
bonds would be computed at par and the 
“B” bonds at a 5%4% income basis. 





Reorganization of New Orleans Rwy. & 
Light Favored 


Commissioner Lafaye has recommended 
to the New Orleans Commission Council 
the acceptance of $38,000,000 as value of the 
company, advised a complete reorganization 
and capitalization, the adoption of the 
Cleveland plan of supervision and the ad- 
justment of rates.charged by the company 
on a sliding scale, according to the com- 
pany’s earnings. These recommendations 
were all accepted by the Council. 

The company, however, objected to Mr. 
Lafaye’s valuation of $38,000,000 as being 
too low. It held $52,000,000 as the correct 
figure. 

In urging the reorganization, Mr. Lafaye 
recommended also that the total capitaliza- 
tion of the company when it is reorganized 
should not exceed $45,710,400. 

General Goethals was called in as a ref- 
eree by Commissioner Lafaye. His valua- 
tion of the company was $44,816,000, but Mr. 
Lafaye thought this was too high. 


Time Extended for Pacific Gas & Electric 
to Dispose of Securities 


The California Railway Commission.has 
authorized the company to sell on or be- 
fore June 1, 1919, for not less than $87.50 a 
share, its first preferred stock, the au- 
thority to issue which was granted in Janu- 
ary, 1916. The company also was given 

ermission to issue on or before January, 

919, $1,500,000 of the 6% first preferred 
stock at not less than $87.50 a share, was $1,- 
500,000 of its 5% general and refunding 
bonds, payable Jan. I, 1942, at not less than 

% of their face value, plus accrued in- 
terest, of such portions of either stock or 
bonds as the company may elect to issue 

to aggregate par value of $1,500,000. 
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California Petroleim Producing 3,500 Bbls. 
Oil Daily 


The company is producing about 3,500 bar- 
rels of oil daily from ninety-two wells on 
Section 36, 31-32, near Case. The company has 
been drilling a number of new wells on this 
section, where extensive work has. long been 
mapped out. It is reported that some new 
large wells have been brought in. 


Carter Oil Company Acquires New Leases 

New leases on between 60,000 and 100,000 
acres of land in Weld county, Colorado, after 
an exhaustive study of existing geological con- 
ditions have been taken. The company has 
already paid out more than $200,000 in bonus, 
on the leases now held. 


Cosden’s Convertible 5s in Strong Position 

There are outstanding a total of $9,079,500, 
the company’s sinking fund convertible bonds, 
1932. The market is closed and the bonds 
are two series, A and B. Series A bonds are 
convertible into common stock at $13 per share. 
B are convertible into common stock at $11.70 
a share, July i, 1919, and thereafter at $13 a 
share. Owing to the large conversion privilege 
on the A and B bonds between now and July 1, 
next, investors have given preference to this 
bond. They have advanced about four points 
in the last few weeks to 88%. Shortly after 
their issue they sold at 105. Annual interest 
charges on the outstanding bonds called for 
less than $600,000. Published earnings for the 
first six months of 1918 were approximately 
$4,000,000, and the estimated earnings for the 
last six months were approximately $6,000,000. 
First, the earnings for the first six months 
were under adverse conditions and transporta- 
tion conditions, were equivalent to over six 
times annual interest charges. That is, the 
year’s interest charges were earned in one 
month of average earnings. 


Glenrock Oil Offers New Stock 

The directors of this company have author- 
ized the issuance of 100,336 shares of addi- 
tional stock of $3.50 a share. Holders have 
the right to subscribe on or before Februa 
17, 1919 for one share for every eight held. 
Proceeds for sale of stock will be used to 
acquire leases on the following: 

Three-fifths interest in 640 acres, two-fifths 
interest in 80 acres, one-half in 960 of Butte 
Creek field in Wyoming; also to acquire an 
operating agreement carrying one-third inter- 
est in profits, covering 1,200 acres in Texas. 


Guffy-Gillespie Offers Preferred Stock 

An offering of this company’s preferred 
stock is being made at par, and dividends of 
the balance of $2,000,000 7% cumulative con- 
vertible preferred stock. Redeemable, all or 
in part, after December 1, 1920, at 105 on 
60 days’ notice. This stock is convertible one 
share of preferred, four shares of common 
stock, of which there are issued 225 shares of 
no par value, out of a total capitalization of 


300,000 shares. The company is engaged in 
producing crude oil and natural gas from the 
fields of Kansas and Oklahoma, and control 
oil and gas leases covering 28,605 acres and 
one-half interest in 520 acres of land, a large 
portion of which has been tested and proven 
productive. . 


New Wells of Gulf Oil Increased 
Production 


Seven new wells the company now has as 
producing have a total daily production of 
60,000 barrels of oil. A well of capacity of 
8,000 barrels has been brought in at Hull, 
Liberty cownty, Texas. Two new wells, 3,000 
barrels each, have been completed on the 
Taylor lease, adjoining Prairie Oil & Gas, 
Texas & Pacific, Emma Oil, Terllela well, 
which is the largest in the Ranger district, 
making 10,500 barrels of oil daily. Three wells 
have also been completed in Stephens county. 


Houston Oil Brings In Two New Wells 

Two additional wells have been brought in 
in Cahill section of Liberty county, Texas. 
This makes a total of seven producing wells 
in this new field. All the wells are producing, 
but pumping operations have not as yet been 
started. 


Oklahoma Producing & Refining New Well 
Capacity Equals 300 Barrels 
A new well brought in on the Whiting lease 
has a production capacity of 300 barrels daily. 
This is in the Osage Nation and the company 
has 640 acres there. 


Mexican Gulf Shows Large Increase in 
Production 

Nearly 400,000 barrels a day have been added 
to the available oil production of the Gulf 
Coast fields in Mexico during the last six 
weeks. The latest of the big producers to be 
brought in was some time ago, by Mexican 
Gulf Oil, at Chinampa, and is known as Chin- 
ampa No. 2. According to the statement of 
the company’s officials, its initial production 
was 60,000 barrels a day. 


Pennok Oil a New Producer 

This company was organized recently with 
authorized capital stock of $5,000,000, of which 

.000,000 is issued and outstanding. The par 
value is $10. The company is directly a pro- 
ducing concern with an output of high gravity 
oil. It has a premier price production in the 
Oklahoma fields and a considerable acreage in 
the north central section fields. 

The properties acquired by Pennok are 
known in the oil producing communities as 
the H. J. Parker properties, a large part of 
which was filed in conjunction with Monitor 
Oil & Gas Co., formerly the chief subsidiary 
of the Union de Petroles d’ Oklahoma. The 
latter company is now controlled by the Okla- 
homa ai cqecery, & Refining Company. 

Pennok and Oklahoma Producing & Refining 
each own one-half interest in producing acres 
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in Kansas, Oklahoma, Texas and Louisiana. 
Pennok also owns a one-half interest in leases 
recently acquired in North Central Texas. In 
- addition to McCullough county property the 
company has one-half interest in acreage in 
the Rangers-Breckenridge field in Texas. 


Prairie 7 Line Co.—Construction 
rdered Suspended 

An order, the cause of which is not as yet 
understood at Galveston, has just been re- 
ceived by this company from the War In- 
dustries Board at Washington to suspend, 
until further advices, all construction of the 
large oil terminals which it was Preparing 
to build upon Pelican Island, Galveston 
The order also ap lies to the construction 
by the compa a large pumping station 
at Virginia Sint on the mainland just 
across Galveston Bay from Galveston. The 
company has everything in readiness to be- 
gin the construction of its garenese termi- 
nals upon Pelican Island. f course, with- 
- terminal facilities the line cannot be 
uilt. 


Royal Dutch Declares $2.1125 Dividend 

The New York agents of the company have 
received for distribution for holders of Ro 
Dutch American and New York shares a divi- 
dend amounting to $2.1125 on each share. This 
dividend will te be distributed on February 6 to 
shareholders of record January 28, provided 
the necessary income tax certificates have been 
filed with the company’s New York fiscal 
agents on or before the date of payment. 


Shell Transport & Trading—Statement to 
Stockholders 











For year ended Dec. 31, 1917, slowed that 
the distribution of profits remains unaltered, 
but the 35% dividend, free of tax, requires 
$320,400 more, owing to an increase of 
$914,700 in the ordinary share capital. The 
large balance carried forward includes the 
amount payable for excess profits duty. 
During the year the company sold its hold- 
ings in sundry oil companies to the Ba- 
taafsche Co. and was thereby enabled to 
pay off the loan from the Anglo-Saxon 

etroleum Co. The balance sheet shows a 
reduction of £1,155,200 in the prdperty 
item, which includes shares in sundry com- 


panies, the actual scale accounting for a re- 
duction of £1,555,200, bringing the total to 
£9,510,900. Investments at market prices 
of December 31, 1917, were were £3,037,500, 
or an increase of £1,145,400 


Sinclair Oil Brings In New Well 

A new well with an estimated flow of 3,500 
barrels, only two feet in the sand, was brought 
in on the Garber holdings in the company. 
This is the second big well brought in on this 
property since the recent announcement of the 
acquisition by Sinclair of the outstanding half 
interest of the Garber property. 


Standard Oil of Louisiana Reduces Crude 
Oil Prices 





The company has reduced its market price of 
Caddo crude oil below 32° gravity, cents 
a barrel, making the total market eo. $1.25 
= barrel This change takes e imme- 

iately. 


Standard Oil of Nebraska Increases Capital 
This company has authorized S008 000. 'N 7 

increase from $1,000,000 to 

action was taken by the y Bann ae 

a ni the issuance of any of the additional 

st 








Standard Oil of Mow Jott Reduces Refined 


The company has reduced the price of re- 
fined oil in barrels for export 1 cent a gallon, 
effective as of January 11, 1919. This makes 
the present price 18.75 cents per gallon. 





Texas Company Brings in Well 
The so-called “speculation in oil stocks” 
was very largely a matter of buying Texas 
Company, which issue gained for some time 
and touched about the highest point to be 
reached. The rights were also ea sell- 
ing in the neighborhood of $18. Texas 
Company, of course, profited, marketwise, 
because of reports of the bringing in of the 
new 20,000-barrel well. Incidentally the 
stock did what so few stocks ever succeed 
in doing—it advanced strongly in the face 
of “rights.” Usually it is just the other 
way; stocks persist in declining when 

rights to new stock are being dealt in. 











MINING NOTES 





Alaska Gold Production 117,310 Tons 
Milled 


For December, 1918, the company yee 
dry tons milled as .117,310; calculated heads, 
rm ea of extractions, 80.57%, and 
tails, .191. 


Anaconda Curtailing Output 

Recognizing that the copper outlook is by 
no means bright, the Anaconda manage- 
ment is taking steps to prevent loading up 
with copper produced at high cost. he 
first step in this direction was the announce- 
ment that no Sunday work would be done. 
There has been at least a 25% curtailment 
in operations of the com pony to date, and 
a further curtailment of 25% or more may 
be looked for in the near future. 

During December the Anaconda Mine 
Neversweat closed down on account of fire, 
and in view of the general copper situation 
it is believed that they will remain closed 
indefinitely. 








Butte & Superior’s Resources 


In light of the difficulties in which this 
company is continually finding itself, it is 
interesting to examine the state of its 
finances. The co rit 008, has quick assets, 
oP only. $300,000" against liabilities 
of only $300, These assets include cash 
in the bank, Liberty Bonds, money depos- 
ited with the Montana District Court 
(against suits against the company), inven- 
tories, metals in transit and investments at 
market values. 

The company has about 13 yous. life, 
x cy on the average rate o “pense 
since 1913. It has on deposit with the 
court as a joint security in the Minerals 
Separation and Elm Orlu litigations = 
proximately $571,200, of which $250, 
covers the latter, and $321,200 the Minerals 
Separation. 


Calumet & Hecla Produces 5,533,690 
Gallons in December 

The company’s production for December 
1918, was 5,533,690 gallons as against 5,036,575 
gallons in November of the same year. Be- 
ginning January 20, 1919, the company and its 
subsidiaries reduced its operation to 75% of 
the capacity maintained in the last few months. 








Chile Copper Produces 10,902,000 Lbs. in 
December 


Copper produced for December, 1918, was 
equal to 10,902,000 Yow tn the total 
for the year 102, 135,000 t was offi- 
cially stated that the cote beginning with 
January of this year would be materially cur- 
tailed until a conditions were restored 
in the ap pR mp sec This reduction is in 
line with all other companies. 


Davis Daly Prod Produces at lic 
Although the price of the red metal is 


expected to recede even from its présent 
reduced level, it will be a long time, if ever, 
before copper sells near llc. or 12c. per 
pound, the present cost of production for . 
this company. 

Bonanza ore is holding on the 2,100-foot 
level of the Colorado mine of the company, 
the width ranging from six to nine feet and 
running up to 25% copper for the maximum 
thus far and with 18 8%. 20% and 21% fairly 
frequent. At no time has the grade fallen 
below 11%, and the drift has been opened 
for nearly 100 feet without a break in the 
continuity of the ore body and with it still 
continuing. Davis-Daly’s mining costs per 
pound of copper amount to 11 cents. 





Dome Mines Company Issues Extra 
Reports 


Vice-President O. D. Kaeding, in an in- 
terim report recently issued, stated that 
while at present labor conditions were not 
such as to warrent immediate resumption 


. of milling, conditions were rapidly altering. 


He recommends in the meanwhile a vig- 
orous program of diamand drilling and 
drifting. 

The report further shows that in the six 
months ended October 31, 1918, total o A 
erating cost was $136,409 and net expe 
ture $127,211, with an additional $136,717 
written off for plant depreciation, making 
a total of $263,929 written off surplus. 





Peace Will Not Affect Great Northern Ore 

Since this company derives most of its 
income from leases and not mining opera- 
tions, it is not affected by changes in labor 
costs, and is assured steady income. Ac- 
cording to recent reports, many of the old 
contracts made at low figures have run out 
and new ones much more favorable to the 
company have been let. 

Great Northern Ore withdrew from min- 
ing activity July 1, 1917, following the con- 
summation of leases on favorable terms for 
practically all its developed mines. During 
1918 further leases were negotiated which 
will add to the earning power. 

By the leasing of its ore properties, the 
company not only became assured of a 
steady and progressive income—as the 
leases provide for increased mining opera- 
tions by the lessees from year to year—but 
was relieved of the need of putting further 
capital into development work, and 
the leasing contracts provided for repay- 
ment to the company of many millions spent 
in development of mines leased. 





aetkes of toc Cuts Dividend 


The directors of the y on Jan 
1919, declared a dividend of of "31.50 ‘per thare 


quarterly. This compares with a 
of $2 in the previous — 
has curtailed its and will undoubt- 
edly stay on this basis until the copper market 
shows a marked improvement. 
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MINING NOTES 





Kennecott’s Operations 

oe continued operations are an indication 

Fe profits, Kennecott fared well in 
191 The Kennecott-Bonanza and Jumbo 
Mines were in continuous operation through 
1918, except when the former mine was shut 
down for two weeks, because the tram had 
been carried away by snow slides. The 
same trouble was experienced in the Jumbo 
Mine, and as a result operations were cur- 
tailed six weeks. 

Labor difficulties hit Kennecott as well as 
other copper mining companies, and for 
about six months its mines were operated 
with approximately a 75% crew. is dif- 
ficulty was overcome, and in October the 
crew was increased to about 90% of the 
normal capacity of the mines. 

At the Jumbo Mine a new double-com- 
partment incline was begun and extended 
to the 500 level. At the Bonanza Mine the 
double-compartment incline was extended 
to the 800 level. The 700 level was the 
a 4 new level opened during the year. 

e addition to the ammonia leaching 
plant was not entirely completed during the 
ar, but was so far advanced that the plant 
is now capable of treating all tailings com- 
ing from the concentrating mill. Material 
treated in the leaching plant for the year 
will assay approximately 0.85% of copper 
in the form of carbonates. An extraction 
of about 75% will be made, with a loss of 
half a pound of ammonia per ton of ma- 
terial leached. The Erie mine was operated 
until August 10, when it was shut for lack 
of labor. 

Mother Lode Mine made shipments of 
ore during the winter. Developments at 
the Mother Lode Mine include the continua- 
tion of the sinking of the shaft and the driv- 
ing and development of the Rhodes level by 
about 2,500 feet of drifting and tunneling 
thereon. 





Magma Copper Produced 1,049,783 Pounds 
in December 

The company produced 1,049,783 pounds of 
copper in December as compared to 
pounds in November and 949,455 in ante. 
The company has been making rapid progress 
on its new discoveries and it will not be long 
before an increase should be seen in the pro- 
duction. 


Mason Valley’s Guess Equals 1,273,176 


In December of cond on company produced 
—_ 176 pounds of copper as compared with 
1,073,400 in November and 1,080,200 in October. 
With this production the company produced 
during the entire year approximately 15,641,000 
pounds. 


McKinley-Darragh Is Producing More 
Than Dividend Requirements 
The mine of this company continues to pro- 
duce more than sufficient silver to maintain the 








3% quarterly dividend. Developments on the 
side of the property adjacent to Princess + ~ 
are sufficiently satisfactory to encourage 
hope that the life of the mine may be 

lengthened. The flotation mill has 
been closed for the winter months but will be 
re-opened in the early spring, when the treat- 
ing of sands and slime from former operations 
can be carried out as planned. In the mean- 
time more efficient equipment is being installed 
_ conveying the material to the flotation 
plant. 





New Cornelia’s Finances 

This company is in a strong financial po- 
sition, according to the report filed with the 
Boston Stock Exchange. 

Since the last of December, 1917, the com- 
pany had converted into stock practically all 
its $3,951,000 bonds, and by peemet 30, 
= had paid off all but $949,564 of $3,- 

330,558 floating debt. Since date of balance 
sheet, New Cornelia paid off balance of 
notes and entered 1919 with a clean slate, 
excepting, of course, current accounts 
payable. 

New Cornelia’s balance sheet shows “that 
on September 30, 1918, its earned surplus 
stood at $2,721 362, indicating net e012 186 
in first nine months of 1918 of $2,012,1 
after all charges, compared with $709,166 in 
first six months of its operation ended De- 
cember 31, 1917. 

At close of business September 30 the 
company had net working capital of $2,517,- 
293. Included in its “net quick” accounts 
were $11,458,399 gepeee of copper, valued 
at $1,432,299, or 12% cents per pound. The 
company set up $625,000 for the nine months 
of last year as reserve for 1918 Federal 
taxes. 

In eleven months to December 1, 1918, 
New Cornelia produced 43,138,000 pounds 
of copper. Estimating its output in Decem- 
ber at 3,250,000 pounds, the company should 
show a total output for 1918 of 46,388,000 
pounds. 





Seneca Copper Experiences Difficulty with 
Water 

The company miners ms down in the 24-foot 
level in the lode. There has been some diffi- 
culty with water in the shaft. Under ordinary 
circumstances there would not be enough water 
to embarrass sinking operations, but it is hard 
to get out the water with temporary bailers 
now in use, with result sinking has been slow 
since the lode was encountered. 





Tonopah Extension Acquires New 

Equipment 

Structural iron workers, engaged to erect a 

mammoth steel head frame purchased by the 

company from Gwin Mine in California, have 

started the work of putting up the equipment. 

With the completion of this the company 
should make rapid progress. 
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UNLISTED SECURITIES 





Aetna Explosives to Sell Carnegie Plant 

Judge Mayer, in the United States District 
Court, authorized that Receivers Odell & Holt 
to sell the company’s plant at Carnegie, Pa., to 
H. A. Logan for $300,000, this re being ex- 
clusive of any explosives on hand or in process 
of manufacture. 


Air Reduction to Increase Capital 
Air Reduction stockholders, at a special 
meeting on February 19, 1919, will be asked to 
approve an increase in the common stock to 
.320 shares at par value. Subject to this 
approval the directors have resolved to vote 
47,082 shares to common stockholders of 
record February 19, 1919, at $50 a share, this 
means 40% of their respective holdings. 
Subscriptions must be made on or before 
April 1, and a new stock will be entitled to 

any dividends declared after that date. 


British American Tobacco Declares Large 
Dividends 


With a balance of £3,140,174 after allowing 
for income and excess profit taxes, this com- 
pany, showed one of the best years in its his- 


tory. 

The total dividend disbursement for the 
year amounted to 30%, to which must be added 
an interim dividend of 6%. 

In their annual rt for the year ended 
September 30, 1918, the directors say that the 
factories in England have, during 1918, con- 
tinued to be largely employed on supplies for 
troops abroad, and the American factories 
have also been fully employed. Net profits for 
the year after deducting all and pro- 
viding for income taxes for the year 1918 were 
£3,140,174 as . £3,105,002 for 1917, be- 
fore providing for excess profits duty for 1917, 
the amount of which is estimated at £500,000. 
After paying the final dividend of 6%, tlie 
carry forwards will be £3,005,578. 

Transfers received, in order, at the regis- 
tered office in London up to January 15, 1919, 
will be passed in time for payment of January 
dividends to the transferees. 

It has been mutually agreed, by specialists in 
the British American Tobacco issues, that the 
a books would close here January 17, 


Chevrolet Motors Can Buy General Motors 
Stock 


The right to subscribe to the new issue of 
common stock of the General Motors Corpora- 
tion at $118 a share accrues to the Chevrolet 
Company inasmuch as the latter is a holder 
of the common stock of the General Motors 
Corporation. In a letter explaining the situa- 
tion, Secretary J. T. Smith, of the Chevrolet 
Motors Company, addressed stockholders in 
substance as follows: 

The Chevrolet Company, as the holder of 
common stock of General Motors Corp., will 


have the right to subscribe to the new issue of 
common stock by the General Motors Corp. at 
$118 a share. The company proposes to exer- 
cise its right to subscribe in part and to assi 

to its stockholders the right to subscribe to the 
balance. A holder of one share of Chevrolet 
stock, at the close of business Jan 15, will 
be entitled to subscribe for one-tenth of one 
share of said General Motors common stock. 


Hupp Motors in Good Condition 


The financial condition of the company has 
never in its history been as good as it is at 
the present time. Earnings are reported to be 
running at the rate of $900,000 to $1,000,000 
annually, with a possibility of their being in- 
creased within a short time. The productive 
capacity of the company is approximately 20,- 
000 cars annually and orders age on hand in 
sufficient volume to insure capacity production 
for some time to come. 

The company’s surplus on June 30, 1918, 
was $1,176,263 of which $731,166 was cash. 
Since that time a considerable improvement 
has taken place. There are outstanding 519,- 
210 shares of a par of $10. 


Keystone Tire Operates More Stores 

According to the president of this company, 
twenty-nine additional stores have been opened 
and are being operated by the Keystone 
Company in the last ae and a half. The 
company was operating forty-six stores on 
December 1, 1918, and are now rating 
seventy-five. It might be added in this con- 
nection that the Keystone policy is to operate 
these sto but their investment in them is 
voli f financi d 1 ith stock 
po ° cing and supplying with st 
eA stock) managers who will undertake to 
sell the _— on presumably a split-profit 
basis ese stores, therefore, can y be 
written in as assets of the company, insofar 
as the stock of goods supplied by the Keystone 
belongs to them. 


Marconi Strengthening Position 

Marconi is continuing its manufacturing 
work, turning out wireless sets for the many 
millions of tons of new ocean liners. It is 
largely from this source of income that the 
company has reached the present financial 
position of sufficient strength to warrant the 
payment of dividends. It is that 
within a short time the United States Gov- 
ernment will turn back the company’s high- 
powered stations. When this takes place the 
company will in be in a position to carry 
out its plans of building up a world wide com- 
munication in competition with the cable com- 
panies. With the facilities that the company 
has, it should be able to compete very success- 
fully with the other companies who are not 
in a position to make their own apparatus. 





